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The Trend of Things 


@ Volume of business continues to hold up above the same period last year 


and near-term prospects continue favorable. 


Earnings thus far reported 


for the first quarter of 1926 make a uniformly good showing. A num- 
ber of important earnings statements will be made public during the cur- 


rent week; 


@ The reduction to 31%4% in the New York Federal Reserve rediscount rate 
is highly important and significant of the broad trend in interest rates. 
It is a highly constructive development for investment securities; 


@ Senate approval of the Italian debt settlement is expected to be followed 


by negotiations for a French settlement. 


With the latter out of the way 


the whole foreign atmosphere will be greatly clarified ; 


@ Decided strength characterized the bond and stock market during the past 
week in reflection of easier credit conditions, good first quarterly earnings 


reports and possibly an over-extended short interest. 


It is becoming 


clearer and clearer that we are entering an investment market. 


HE outstanding domestic develop- 
ment of the past week was the re- 


duction of the rediscount rate at 
the New York Federal Reserve Bank. 
Prior thereto call as well as time money 
rates had declined. This easing in interest 
rates is highly significant and decidedly 
constructive toward investment securities 


and business generally. It amply bears out 
the position assumed in this department on 
the probable future course of interest rates. 

Settlement of the Italian debt should be 
followed by a _ similar settlement with 
France. This should put Europe in a posi- 
tion to take one more step toward stability. 
While the weather has been somewhat 


backward in this country no permanent 
damage has resulted to crops or business. 
The change for the better toward the close 
of the week is expected to be reflected in 
better trade conditions as well as better 
agricultural conditions. The action on the 
security markets in pushing bond prices to 
a new high and in a better price level for 
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stocks accompanied an easing in interest 
rates, favorable quarterly earnings reports 
and a good volume of general business; it 


was doubtless accelerated by short cov- 
ering. 


* * * 


@ The Business Prospect 


* * * 


URRENT trade indexes continue to 

reflect a larger volume of business 
than at this same time last year. Car 
loadings, automobile sales, bank clearings 
and steel output for the first quarter of 
1926 will be substantially in excess of the 
first quarter of 1925. Every present in- 
dication points to a good volume of busi- 
ness during the second quarter of 1926. 
It is to be expected that there will be some 
falling off in steel output which has been 
near capacity for several months. That 
has happened in previous years. There is 
no inventory problem and hand-to-mouth 
buying still features business transactions 
and from all present indications will so 
continue. There is no fear of rising com- 
modity prices, shortage of goods or failure 
of transportation to cause merchants to 
stock up. First quarterly earning reports 
of a number of industrial companies have 
come to hand and make a uniformly good 
showing. During the coming week those 
of U. S. Steel and General Motors and 
many others will be made public. In view 
of the large volume of business of these 
two industrial leaders predictions of good 
net for the first quarter are likely of ful- 
filment. What the second quarter will 
bring in the way of net is a more spec- 
ulative question. If a decline in com- 
modity prices as great as that of the first 
quarter takes place this doubtless will 
make itself felt in the profit margin and 
net earnings. Labor is still fully employed 
at wages giving it an increasing purchasing 
power as commodity prices decline. New 
construction continues active. If new 
building continues at a high rate and if 
the crops come through § satisfactorily 
there is every reason to look for a busi- 
ness volume in 1926 equal to that of 1925. 
Backward weather has had a retarding 
influence. | 


* * * 


@ The Credit Situation 


* * * 


‘i HE outstanding feature of the past 
week was the reduction in the N. Y. 
Federal Reserve rediscount rate and a dis- 
tinct trend toward easier credit conditions. 
Bond prices reached another new high and 
probably other Federal Reserve rediscount 
rates will be lowered. There is reason to 
expect early action of this character because 
of declining time money rates. The credit 
situation is excellent and there is nothing to 
cause apprehension on that score. The long 
term outlook is very decidedly toward 
lower interest rates. The recent issue of 
U. S. 334’s are selling a point above the 
offering price already and during the past 
week Chicago & Northwestern was able 
to do some first mortgage financing at 
slightly more than 4% per cent. 
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@ The Crops 


* * * 


T is still too early to make any com- 
I prehensive estimate as to crops as a 
whole. While weather has been back- 
ward, nothing adverse has developed and 
the outlook for winter wheat is excellent. 
It may be recalled that the winter wheat 
crop of the western states last year was 
quite small. Now reports from govern- 
ment and railroad sources indicate that 
the more important winter wheat states 
promise to have a very satisfactory crop. 
Such railroads as Union Pacific are doing 
their maintenance work well in advance 
this year so as to be completely prepared. 
Such advance maintenance work may cut 
into net for the first six months, but will, 
of course, more than be made up in the 
second six months. The greatest bene- 
ficiaries of a good winter wheat crop 
amongst the railroads would be Union 
Pacific, Atchison, Missouri Pacific, Rock 
Island. 


Of course the agricultural implement 
companies, mail order houses and auto- 
mobile manufacturers will also benefit 
from a good cash crop in states such as 
Nebraska, Kansas, etc. 


* * * 


@ The Railroads 


* * * 


ARNINGS reports thus far made 
public for March bear out the pre- 
diction made in these advices that railroad 








MR. GUENTHER’S 
New Bargain List 


HE following are the twenty 

stocks recommended by 
Mr. Guenther as bargains. De- 
tailed comment by Mr. Guenth- 
er on this list of recommenda- 
tions will appear in the May 
Ist issue. Diversification of 


purchases is advisable rather 
than a single commitment. 





Price 
a $147 
Northern Pacific ....................... 70 
Goat tock .......................... 73 
IS iicisiictnninenpinienennvnsonces 72 
Southern Pacific 200000... 100 
Baltimore & Ohio ................... 88 
St. Louis & San Fran. com...... 92 
Pere Marquette com. ................ 82 
Rock Island 6% pfd. ................ 86 
American Tobacco “B”............ 113 
ee Se ee 145 
Cerro de Pasco 63 
Kennecott Copper ...................... 52 
Te 32 
Standard Gas 8% pfd.............. 55 
Electric Pr. & Lt. 7% pfd........ 93 
Am. & Foreign Power 7%........ 90 
General Outdoor Adv. A.......... 53 
a eer oe. ....................... 105 
Bush Terminal 7% deb. ............ 89 























net for March, 1926, is likely to be the 
highest on record for that month. The 
railroad president who does not look for a 
good year for his railroad has been notable 
only for his silence. This is the first time 
in many years that rail officials have been 
so unanimously optimistic. They have 
nothing to fear from Congress; they have 
numerous merger plans to work out; the 
railroad brotherhoods have thus far 
worked up a very tenuous case in justifica- 
tion of their wage demands; the Interstate 
Commerce Commission is expected to hand 
down its decision on the western freight 
rates around June Ist and it is difficult 
to conceive on what grounds it will refuse 
to do something for the northwestern 
roads which have made out a remarkably 
strong case. Car loadings continue to ex- 
ceed those of a year ago; operating ex- 
penses are under better control and rail- 
road efficiency as measured by the miles 
gotten out of a freight car in a day is at 
peak. Good net earnings are bound to 
come and the railroads are buying their 
supplies cheaper as commodity prices de- 
cline. 


* * * 


@ Foreign Affairs 


* * * 


HE ratification of the Italian debt pact 

is highly constructive and is expected 
to be followed by a French settlement. 
Meanwhile the French franc continues to 
establish new low records from day to 
day. As has been pointed out. in THE 
FINANCIAL Wortp for several years the 
only solution must be an economic one and 
until such a solution comes and as long as 
France’s internal debt either through the 


‘emission of paper francs or bonds payable 


in paper francs continues so long must the 
franc decline in its exchange value for 
stable currencies. The franc is not an 
inviting medium for speculative purchase. 
About the best that can be expected is 
that it will be stabilized around current 


prices. At the worst it might go even 
lower. 

* * * 
@ The Securities Outlook 

*x* * * 


HAT we are leaving a_ speculative 

market and entering an investment 
market is becoming clearer with each 
passing week. The reduction in the N. Y. 
Federal Reserve rediscount rate now 
makes possible a highly constructive 
position toward investment stocks and 
on this page a new list of twenty bar- 
gains appears. The decline in commodity 
prices which has taken place since the first 
of the year and the future course of com- 
modity prices probably constitute the out- 
standing influence on future security 
prices. The thorough and informative ar- 
ticle on this highly important question 


by Thomas Gibson on page 527 is com- 

mended to all our subscribers. Thus far 

in 1926 the sound dividend-paying rail 

stocks have given a much better account of 
(Please turn to page 540) 

The Financial World 














yee Peer . 
Seo 


Cen Aw be 





SI el 





Sele eadieieanace ae niaibeniateeieenatemananttl 


Where is the Market Heading? 


@ Do all stocks move together? Have all stocks been moving the same way 


thus far in 1926? 


@ This comparative study of railroad and industrial stock price movements 
since the decline from 1926 high prices set in is very illuminating and 
justifies the high place accorded the railroad stocks by THE FINANCIAL 


WORLD; 


@ What is even more important is that this broad and diverse trend is just 
getting under way and that, based on current values, the rails are still 
the best bargains available. 


HE casual observer of day to day 
T market prices and newspaper head- 

lines is doubtless under the impres- 
sion that there has been a drastic decline 
in the price of all stocks from the high 
levels prevailing around January 1, 1926, 
The more careful observer probably has 
noted that there has been a divergent price 
movement and that many of the specula- 
tive and overmanipulated industrial stocks 
which had scored spectacular advances 
have since recorded almost equally spectac- 
ular declines. But what have the bulk of 
conservative stocks done? 


Before making comments on the at- 
tached list of ten representative industrial 
stocks and ten representative rails it may 
be well to again call attention to what has 
been repeatedly pointed out in THE Frnan- 
ciaL WorLpD since the first of the year— 
namely that we are leaving a speculative 
market and entering an investment market 
and that under existing highly competi- 
tive industrial conditions obtaining in this 
country (without considering possible 
European competition) we are facing an 
era of declining commodity prices which 
in turn mean lower interest rates, higher 
bond prices, better earnings for rails and 
public utilities and less satisfactory earn- 
ings for most industrial companies. 


Since the first of the year interest rates 
have declined and commodity prices have 
declined. Sound bonds have advanced and 
were during the current week at the high- 
est price since the early war days or in 
ten years. What have stocks done? Most 
stocks today are selling from 5 to 25 per 
cent below their 1926 high prices. Now 
let us examine the detailed study accom- 
panying this article to see which stocks 
have suffered most and which least and to 
see if the influence of declining commodity 
prices and declining interests has already 
become operative in influencing the price 
course of what might be termed a fairly 
conservative and thoroughly diversified list 
of stocks. There, of course, is no ques- 
tion but that lower interest rates, current 
and prospective have already found expres- 
sion in higher bond prices. 


It will be noted that the ten railroad 
stocks selected are fairly representative 
dividend payers giving an average yield 
of around 6 per cent at current market 
prices. It will also be noted that the ten 
industrial stocks selected constitute what 
might be termed a well diversified indus- 
trial common stock investment. They are 
all dividend payers and all represent well 
managed, financially sound companies with 
a past record indicating good earning sta- 


bility and in no instance is the current 
dividend rate in question for 1926. 

We find first that the ten railroad stocks 
are 6.1 per cent below their 1926 high prices. 
The ten industrial stocks are 14 per cent. 
In other words thus far in 1926 the de- 
cline has carried these ten representative 
industrial stocks down twice as far as the 
ten rails. Yet after this greater decline 
in market, price we find the average yield 
on the rails is %4 per cent greater and the 
average earnings on market price is 2 per 
cent greater. This compilation quite ob- 
viously fully vindicates the position of 
THE FINANCIAL WokrLp in giving first place 
in its recommendations in The Trend of 
Things to the good yielding rails. But 
what is equally important this study rather 
clearly discloses that on a comparative 
basis, namely current yield and per cent 
of current earnings to market price, the 
rails are still selling on a more attractive 
basis than the industrials. 

That brings us down to date in this 
study. In other words we have found first, 
that ten representative industrials have 
given a far less satisfactory account of 
themselves than ten representative rails 
from the standpoint of per cent of market 
decline thus far in 1926. We find, second, 
that even after this greater percentage de- 

(Please turn to page 544) 





























10 Industrial Versus 10 Railroad Stocks 
% Earn. % Decline % Earn. % Decline 
1925 to Mkt. Yield from ’26 1926 1925 to Mkt. Yield from ’26 1926 
Earn. Price % High High Cur. Div. Earn, Price % High High Cur. Div. 
U. S. Steel... 12.86 10.5 57 120 138% 122 7 Union Pac.t...... 15.30 102 68 20 150 £147 10 
| Am. Tob. By... 9.77 86 7.1 6.2 | a a ee 17.19 132 5.4 6.5 139 130 7 
Am. Car & Fdy. *3.52 36 62 15.6 114% 97 6 N. Y. Cent. ...1267 102 56 85 135% 124 7 
7 ........ 6.02 120 60 8&9 —_— SS. 2s Bi Cm. 1290 108 59 40 124 119 7 
Nat. Lead ...... 14.17 196 54 159 1743 147 8 So. Pac. .......... 10.30 103 60 41 104% 100 6 
Nat. Bis. .......... 578 70 49 13.1 —_ & + Mew... 167 129 $5 77 157% 145 8 
East. Kodak... 825 7.6 7.3. 3.0 1123 109) 8 Pas ceececcceesescese 600 116 58 55 55% 52 3 
Gen. Elec, ........ 2047 87 43 215 38% 303 13 G. & Nor. ..... 854 117 69 7.0 78% 73 = 5 
Otis Eley, 2WBi 612 «S63 =«(122 12934, 114 6 Nor. Pac.f ...... 7.244 104 7.1 8.5 76% 70 5 
Int. Haw. ........ 16.33 13.7 5.0 116 134% 119 6 Southern .......... 16.32 146 54 82 11934 111 6 
Average........... 11.00 88 5.5 140 146 125.669  Averageceec..- 1251 117 60 61 114 107.164 
——— 
*Estimated, based on 6 mos. actual. 
tStocks included in latest bargain list, which appears on page 524. 
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q U.S. Steel— q Atchison— 


What Becomes of Surplus? 


@ Both Atchison, Topeka & 
Santa Fe and the U. S. 
Steel Corporation have 
plowed back large amounts 
of surplus earnings into 
their respective properties; 


@ The test of the wisdom of 
such a policy lies in the 
earnings the corporation 
making large reinvestments 








of surplus earnings in its own plant is able to realize thereon; 


@ The comparative study of the results obtained by these leading and pros- 
perous corporations, one in the field of “unlimited” earnings and the 
other in the field of “limited” earnings, is of special interest at this time. 


T the annual meeting of the U. S. 
A Steel Corporation during the past 
week Judge Gary stated that an 
increase in the cash dividend on the com- 
mon stock was not being considered. Those 
who have followed the situation closely 


know it has been Judge Gary’s ambition to 


place U. S. Steel common on a regular $7 


annual basis and keep it there. As I 
pointed out in a recent article discussing 
the “unlimited” earnings of industrial 
companies versus the “limited” earnings of 
the railroads, U. S. Steel has earned an 
everage of about $9 per share of common 
in the last five years and Atchison has 
earned about $15 on the average on its 
common stock in the same period. At that 
time both stocks were selling close to- 
gether. Since then the spread has become 
about ten points. 

The purpose of the present comparative 
study is to see what U. S. Steel has been 
earning on the large amount of surplus 
earnings that have been ploughed back into 
the property and to see how Atchison has 
fared in the same direction. In order to 
establish a base I took the five years 
ended with 1905. In those five years Atch- 
ison earned 2.9 per cent on its book value 
and U. S. Steel earned 4.1 per cent. As- 
suming that per cent earned on book value 
in those five years gives a fair starting 
point we then find that in the following 
years U. S. Steel’s earnings were subject 
to much wider fluctuation than those of 
Atchison. The average is about main- 
tained until the outbreak of the war and 
then U. S. Steel’s net took a big jump in 
1916 and 1917 and good profits were shown 
in 1920 and 1923. On the average, how- 
ever, the return on the investment, much 
»f which comprises surplus profits, has 
ween on the decline since the post war in- 
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By FREDERICK HANSSEN 


flation period. Even in 1925, which wit- 
nessed the greatest steel ingot production 
in the history of the country, U. S. Steel 
earned but 4 per cent of this book value. 

In the same time what has Atchison been 
doing? It has also been putting surplus 
earnings back into the property. It has 
also been expanding while at the same time 
actually decreasing its funded indebted- 
ness. It began a broad improvement in 
earnings on its property investment fol- 
lowing 1905, which has been consistently 
maintained. Since the post-war inflation 
its earnings on its increasing property 








Return on Book Value 


U. S. Steel Atchison 
% Years % 
4.1 5 years 2.9 

ending 1905 
6 1906 
6.4 1907 
2.7 1908 
47 1909 
5.2 1910 
3.3 1911 
3.2 1912 
48 1913 
1.4 1914 
4.3 1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 


2.3 
3.9 
2.5 
3.7 
3.6 
3.8 
3.5 
3.8 
3.5 
4.1 
5.5 
6.3 
4.5 
6.6 
5.2 
4.9 
42 
5.0 
4.9 
5.2 




















value have averaged nearly 5 per cent, 
while the average earnings of U. S. Steel 
on its book value have averaged less than 
4 per cent. 

In other words Atchison’s investment of 
surplus earnings in its property has re- 
sulted much more profitably than that of 
U. S. Steel, and this trend has become 
quite accentuated in the broad era of de- 
clining commodity prices following the 
post-war inflation period. As every pres- 
ent prospect points to a continuance oi 
that broad movement every present pros- 
pect points to better earnings per share oi 
common stock of Atchison than U. S%. 
Steel. We are thus again confronted with 
the question as to whether at this stage 
in our country’s economic history it is 
better to confine commitments to the 
stocks of companies with “limited” earn- 
ings, but practically free from competition 
or to companies with “unlimited” earnings 
facing competition. 

A comparison of Atchison and U. S. 
Steel is an eminently fair one for this 
purpose. The steel productive capacity 1s 
greater than normal consumptive needs. 
Therefore competition is keen. This keen 
competition is driving the steel industry to 
increase efficiency. This increase in eff- 
ciency can only be gained by installing more 
efficient machinery. As Judge Gary 
pointed out in the annual report of the 
U. S. Steel Corporation it takes from two 
to four times as much capital to install 
modern productive capacity in the place of 
an equal amount of obsolete productive 
capacity. The Steel Corporation cot- 
trolled 48 per cent of the productive ca 
pacity twenty years ago; it now controls 
40 per cent. It earned as much for stock- 
holders in 1902 as it did in 1925. 

An era of declining commodity prices 

(Please turn to page 540) 
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‘§ G Commodity Prices— 


A Dominant Market Factor 








pest about the time the post-war inflation in commodity prices reached its 
peak Thomas Gibson accurately predicted the subsequent collapse and in- 
terpreted its effect on securities in the June 7, 1920, issue of THE FINANCIAL 
Wortp. Probably the most important influence bearing on future security prices 
will be the trend of commodity prices. It is the factor that has repeatedly been 
. stressed in THE FINANCIAL WoRLD since the first of the year. Falling commod- 
ity prices affect some securities favorably and others adversely. The course of 
commodity prices has a very important influence on the future state of credit. 
L It has a very important influence on industrial profits and quite a contrary 
influence on rail and public utility profits. It has a very important influence on 
bond prices. The following article is earnestly commended to our readers and 
we are confident its careful and thoughtful perusal will aid us in clarifying 
what to many doubtless is a superficially complex situation—THE EpiTors. 




















By THOMAS GIBSON 


commodity prices extending over 

a considerable period of time will 
have a most pronounced effect on security 
values. An advancing trend will gradu- 
ally reduce the selling prices of bonds and 
all other securities having a fixed or lim- 
ited rate of return, and will favor the 
stocks of industrial corporations which are 
free to advance prices at will and which 
are not limited as to profits or dividends. 
A gradual decline in commodity prices 
reverses these effects. Bonds, preferred 
stocks, and other securities which have an 
assured yield will advance, while many 
common stocks will trend downward. 


N N advancing or a declining trend in 


It would require much more space than 
I now have at my disposal to enter upon 
the various qualifications and exceptions 
to these rules, but the fundamental prin- 
ciples are easily understood. Rising com- 
modity prices mean rising interest rates, 
for if commodity prices advance steadily 
the value of money in exchange for goods, 
which is the only true yardstick of money 
value, declines in inverse ratio to the rise 
in prices. 
say 4 per cent for 10 years, in a period 
when commodity prices are advancing at 


The man who loans money at . 


gold supply. Gold is in itself a commod- 
ity, and although it does not change in the 
quoted price, the metal is subject to the 
laws of supply and demand. A great in- 
crease in the supply of wheat or any other 
commodity will result in a fall in the 
price, and a great increase in the supply 
of gold will cause the price of gold to de- 
cline in an indirect way. That is, the 
gold will exchange for less wheat, corn, 
lumber, iron, etc. 

A good many large investors, bankers, 
institutions, and estates had just begun to 
realize the effects of the world’s increas- 
ing gold supply when the war appeared and 
changed everything. Commodity prices 
began advancing, not gradually, but rapid- 
ly, for reasons having nothing to do with 
the gold supply. Furthermore, the rising 
costs of labor and materials rendered gold 
mining an unprofitable business, as the 
price of the commodity produced could not 
be increased. A certain amount of gold 
would only exchange for about half as 
much labor or goods as prior to the war. 
Finally, the natural distribution of gold 
was demoralized and we proceeded to se- 
cure about half of the world’s entire money 


supply of gold. We still have it. The 
economic theory that it would be to our 
advantage to gradually redistribute the 
gold is sound, but the statement frequently 
made that the gold belongs to the world is 
not sound. It belongs to us. We received 
it in exchange for goods and services, and 
the redistribution will be largely of a vol- 
untary nature. It will be effected prin- 
cipally through purchases of European se- 
curities by our investors. 


The world’s production of gold fell off 
heavily during the war and has not yet 
returned to norma! proportions. We also 
have at present an abnormally high level 
of commodity prices. In these circum- 
stances it is not at all probable that an 
increasing supply of gold will be a factor 
in commodity price changes for some years 
to come. 


The natural trend of commodity prices 
is downward. It is important that this 
should be understood, as the course of 
commodity prices will have a most decided 
bearing on the trend of security prices, not 
only as regards the near future but for a 
long time to come. The declining trend 
of commodity prices when no abnormal in- 
fluences intervene is due to the gradual 


the rate of say 2 per cent a year, has his increase in uses of machinery, improved 
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q| Pure Oil— 


Unusual Stability in an Oil Stock 


€ A well-balanced vertical combination; among the oils; 


« This company’s product commands the highest crude oil price in the 


world; 


€ Geographic distribution of resources is conducive 


has large interests 


HE oil industry is synonymous with 

| wide fluctuations, both in produc- 
tion and in earnings. It is some- 

times regarded as a game where the player 
takes a long chance for high stakes and 
gets quick action. Some of this feeling 
has been justified in the case of compa- 
nies whose largest interest was in the 
production of oil, but the record of the 
Standard group, which has better integrated 
itself, shows what can be done by com- 
panies which have diversified their risk 
between producing, transporting, refining 
and marketing petroleum and its products. 


The present tendency in the industry is 
toward vertical combinations; that is to 
say, mergers by which producing, trans- 
porting, refining and marketing interests 
are brought together to form a completely 
integrated organization. This tendency 
appears to be a recognition of the fact 
that better balanced and more stable com- 
panies are the best earners in the long 
run and should do much toward putting 
the industry on a sounder basis. For the 
investor who desires a stake in the oil 
business of sufficiently stable character 
to warrant holding it through good years 
and bad, other considerations must also 
be given weight. 


Geographical Distribution 


Among such considerations may be cited 
the geographical distribution of producing 
resources and their character; position 
in the industry, as affected by the class 
of product, ownership of a special process 
or other unique characteristic; propor- 
tions of the capital structure and character 
of the management. 


Among those companies which, in addi- 
tion to being completely integrated, give a 
good account of themselves under the 
heads just mentioned, may be included the 
Pure Oil Co. Growing out of a public 
utility organization which produced and 
sold natural gas, Pure Oil has been fos- 
tered by the Dawes family into a well 
balanced producing, transporting, refining 
and marketing oil company, whose interest 
in natural gas has shrunk to relatively in- 
significant proportions, 

It was the discovery of the famous 
Cabin Creek oilfield in the mountains of 
West Virginia, in 1914, that started the 
Ohio Cities Gas Co. on its career as an 
oil company, which later led to the pur- 
528 


in five sections of the continent. 


chase of the old Pure Oil Co. and still 
later, to the adoption of its name. 


Cabin Creek also sounded the first note 
of Pure Oil’s policy of stability, in that 
the company owns this field practically 
in toto. It is hard to overestimate the 
advantage thus derived, but the figures 
on operating costs and longevity of wells 
tell their own story. With no offset 
wells required to prevent its neighbors 
from draining off the company’s oil and 
no forced selling to influence prices, the 
company has been free to handle con- 
servatively what is probably the most re- 
markable oilfield known. 


Commands High Prices 


The crude oil comes from the rock as 
a clear, honey-colored fluid, testing 47 
gravity and looking as if it had already 
been refined. It possesses such superla- 
tive lubricating qualities that, as Somerset 
crude, it always commands the highest 
crude oil price in the world,—higher even 
than the fine lubricating crudes of Penn- 
sylvania. Williams No. 1, the discovery 
well, is still producing and of some 250 
wells drilled in the last ten years, only 13 
were dry or have gone dry. Production 
has been steady around 2,800 barrels a 
day for some years and is kept down to 
actual requirements. Complete owner- 
ship permits the company to store oil in 
the most economical way,—underground. 


This field has produced about 6,000,000 
barrels of oil in the last nine years. The 
price runs about $3.50 a barrel, or twice 
that commanded by mid-continent crude, 
while Cabin Creek wells cost about one- 
quarter as much as mid-continent wells to 
drill and about one-third as much to oper- 
ate. 


Geographical distribution of oil re- 
sources is further conducive to stability 
and the company has big interests in four 
other sections of the continent, besides 
Cabin Creek. In the mid-continent and in 
Texas, Pure Oil has followed its policy of 
owning big blocks of holdings which would 
permit it to avoid competitive drilling to 
a great extent and take advantage of large- 
scale, economical operation. It was one 
of the first in the Cushing and other mid- 
continent pools and holds 130,000 acres in 


to stability; company 


that section, with production running 
around 4,000,000 barrels a year. In Texas, 
the company bought out the Humphreys 
Oil Co., discoverer of Mexia, and has 
built up a block of 237,000 acres in that 
and adjacent pools. In northern Louisiana, 
—and this is not generally known,—the 
company is wildcatting; the two wells are 
not completed, but if they are successful, 
Pure Oil Co. will own virtually the whole 
pool, for it holds 3,200 acres in one block 
and 9,700 acres in the other. In Venezuela, 
in the Maracaibo Lake district, the com- 
pany has taken over 317,000 acres, with 
options on several hundred thousand 
more, its interest in this operation being 
75 per cent. This is oil territory and 
the company has already found some oil 
on its property, but Venezuela is essen- 
tially a stake for the future and present 
operations are merely for testing purposes. 


Diversification of Property 


Altogether, the company has 5,610 pro- 
ducing wells with daily average production 
around 8 barrels per well, so that it is 
not depending very heavily on any small 
group of wells for its production. Of 
course, many of these wells are small 
pumpers which have been producing fancy 
grade Pennsylvania crude for years, but 
they paid for themselves long ago and 
in the aggregate they produce a substan- 
tial annual profit. Pure Oil, while pro- 
ducing about 3 per cent of all the oil 
produced East of California, produces 
about 8 per cent of all the Pennsylvania 
grade crude from its own wells and in 
combination with its pipe-line purchases, 
controls over 13 per cent of the total 
Pennsylvania grade output. These wells, 
while small, are the steadiest producers 
on the continent and have an indefinite 
life. They do not gush over the crown- 
block in a brief burst of fat profits, but 
they do give stability to the industry based 
on them. 


While the size, character and distribu- 
tion of the company’s producing territory 
are primary in determining its ability to 
weather storms, the capital structure is 4 
consideration also vital. The nature of 
the industry is such that large structures 

(Please turn to page 538) 
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g Southern California Edison — 


A Consistent Record of Progress 


@ The difficulties that beset the company in 26,000,000 
1924 have been more than compensated for ae 
in the splendid showing made in 1925; 20,000000 
18,000,000 
@ The current year gives promise of further 160 
improvement in business, with demands for fe 
service mounting steadily; 10,000,000 
8.000.000 
@ The common stock is selling close to the low 6 000.000 
levels for the year and is obtainable on a : 


basis to yield 6.8 per cent; 


YEAR 








1916 | 1917 | 1919 1921 


@ Preliminary earnings for 1926 indicate definite improvement over the 


$9.14 earned on the common in 1925. 


the southwest in the past year 
that much creditable attention 
has been drawn to the progress made by 
enterprises serving the territory none 
the least of which have been the public 
utilities and especially those in the Golden 
State. The severe drought that was 
visited upon this region in 1924 had its 
effect upon economical operation which, 
when conditions became improved, 
served to emphasize the consistent prog- 
ress being made. It is fitting while 
chronicling the territorial advances to 
give heed to the factors which have 
been largely responsible for the devel- 
opment, one of which is the Southern 
California Edison Company. Its prog- 
ress is a baromter of healthy business 
expansion in the territory it serves. 
Southern California Edison is the 
third largest hydro-electric utility in the 
United States. For nearly thirty years 
the present company and its predeces- 
sors have served the electric require- 
ments of Southern California and the 
San Joaquin Valley. The chart shown 
above very clearly pictures the consis- 
tent strides made by the company to- 
ward betterment and there is every rea- 
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By WILLIAM J. HEALY 


son to believe that the future will show 
a continuation of these favorable opera- 
tions. The gross earnings of the com- 
pany in the past year were the largest in 
its history, amounting: to $24,832,402, an 
increase of 16 per cent over the previous 
year. The net income of the company 
showed a remarkable increase from $3,- 
019,241 in 1924 to $7,340,129 in 1925. 
The adverse conditions prevailing in 
1924 might prove misleading in such a 
comparison if it were not for the fact 
that the record of the company over a 
period of years gives contradiction. 
The ten counties served with an area 
of 55,000 square miles including 360 
cities and towns and having a popula- 
tion in excess of 2,500,000 show an in- 
crease in population of 80 per cent in 
the past five years. The section is served 
practically without competition and 
under state regulation. The number of 
consumers served has increased 142 per 
cent in this same period. The total in- 
vestment in physical properties which 
amounted to $208,727,519 in 1925 repre- 
sents an increase of 96 per cent. The 
gross earnings as previously stated are 
67 per cent greater than five years ago. 
The company sold in 1925 a total of 











Long Beach Steam Generating Plant, located at tide 
Power. This is a view of the plant as it will appear ; - 
crease the generating capacity to 287,600 horsepower, making it the largest steam plant in the west. 
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1,558,260,579 kilowatt hours of elec- 
tricity, an increase of 108 per cent in five 
years and it might be mentioned that 
this was an increase of 15 per cent over 
the previous year. In view of this 
amount of new business and considering 
the increase in gross earnings, which 
was a most substantial one, it neverthe- 
less is evident that the consumption per 
horsepower did not entirely recover from 
the curtailment brought about by con- 
ditions in 1924. Earnings for the cur- 
rent year should be considerably aug- 
mented from this and additional business 
and the early reports verify this state- 
ment. Gross revenues of the company 
for the first two months of this year, as 
compared with those of 1925, show an 
increase from $3,595,638 to $4,054,320. 
Net income resulting from this business 
showed a favorable increase from $1,- 
260,002 to $1,502,862. 

The financial structure of the company 
is made up of a total of $112,668,100 of 
outstanding bonds and an authorized 
stock capitalization of $250,000,000. On 
March 19, 1926 several issues of stock 
were reclassified and the par value of 
(Please turn to page 540) 


water and having eight generating units, developing 207,600 horse- 
upon completion of extension now in progress and which will in- 
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FROM THE ASSOCIATION TO ITS MEMBERS 
FROM THE MEMBERS TO THE ASSOCIATION 


Edited by the President 


An interesting development has arisen in 
Maryland in which utility investors are in- 
terested, among whom are quite a number 
of the members of our Association. The 
utility commission of the state has been asked 
by the City of Baltimore for the reduction of the rate of 
return on valuation on the premise that with declining in- 
terest rates utilities of the state can lower the per cent return 
upon capital invested in their properties from 8 to 634%. 

Fortunately there is no cause for apprehension that the 
basis determined upon by the Maryland commission is likely 
to be accepted. The fairness of its theory eventually would 
have to be passed upon by the United States Supreme Court, 
which already has given ample evidence of its position on 
all attempts to reduce profits below a commensurate return. 

However, it is well to consider here if there is any equity 
in the Maryland proceedings because of the interest it pos- 
sesses to our members—and towards this end a free discus- 
sion is most timely. To the Association it seems the move- 
ment to effect lower rates is somewhat premature. One year 
of easy interest rates no more assures a prolonged continua- 
tion of cheap money than one swallow is the harbinger of 
Spring. Hence it would work an injustice upon the utilities 
to compel a lowering of rates beyond a fair return. The 
Association will follow this development with closest interest. 

* * * * 
A subscriber gives the following view to THE 
FINANCIAL WorLp after reading our recent 
editorial on voting trusts: 

“Judging from newspaper items printed in 
the past few days, there appears to be con- 
siderable confusion in the public mind regarding voting 
trusts and non-voting stock. Even reliable newspapers like 
the New York Times and the New York Evening Post are 
using these terms interchangeably and a decision of the New 
Jersey Public Utility Commission, refusing to approve a non- 
voting stock issue of a bus company, was heralded over the 
country as a decision against the voting trust. 

“There is, of course, no connection between the principles 
of these two corporate devices. The non-voting stock idea 
is comparatively recent and is an extension of the almost 
universal non-voting preferred stock to the common stock. It 
has been attacked, notably by Professor Ripley of Harvard, 
as being a disfranchising of the investor. 

“The voting trust idea has been upheld by court after 
court during the past fifty or sixty years. It has been ap- 
plied successfully to railroads and every other type of cor- 
poration and to banks. It is essentially an emergency measure 
to carry a business through a difficult period or to protect 
the interests of stockholders against sudden changes of policy 
or management. The recent decision in the case of the voting 
trust of a New York bank goes back several decades to 
similar declarations involving public policy—which decisions 
have been overthrown in principle and in specific detail by 
a great many of the highest courts. As a matter of fact 
there is no record of misuse of power by voting trustees in 
any case of importance. 

“It is interesting to note Professor Ripley’s views of the 
voting trust. He says in his book on railroads: ‘The most 
effective safeguard fora conservative and permanent up- 
building is the creation of a voting trust.’ ” 


Maryland 
Utility 
Case 


On 


Voting 
Trusts 


Our members will spare themselves consider- 
able grief in the future by applying common 
sense to stories which reach them by word of 
mouth or through the printed page mysteri- 
ously hinting at certain developments which 
are likely to affect the values of securities. Should they en- 
tertain any doubt of their accuracy at least they should con- 
duct an investigation on their own accord. This plain mes- 
sage is conveyed to them by the thought aroused by what 
happened within the last month in the manipulation in Hud- 
son Motor stock. Here is an outstanding example of what harm 
can come to investors from underground rumors circulated 
with the intent of inducing the public to take a high-priced 
and over-valued stock off of the hands of a pool. 


Not more than a month ago the story was carefully spread 
that Edsel Ford was buying up the control of Hudson Motors 
and although he denied it the rumor was allowed to spread. 
The stock was then selling around $120 a share. It has now 
dropped to half the price. Only this week the statement is 
officially given out by the company of a curtailment of pro- 
duction. These facts are now cited to confirm this warning 
of the ever present danger to investors that is concealed in 
unconfirmed stories relating to values of securities. 


When Com- 
mon Sense 
Is Useful 


The timely motto created by conservative investment bank- 
ers, “Investigate Before Investing,’ has another application 
that can be phrased differently, though its meaning is the 


same, “Find out what the motive is behind the story if you 
wish to avoid falling into a trap.” 


* * * * 


Officials of corporations have discovered from 
the increased attendance at their annual 
meetings that their stockholders are tak- 
ing a greater interest in their affairs. It 
is a sign of the times. It is even more than 
this, it is an indication that the educational movement which 
has spread over the country that impels investors to take 
more than a casual interest in the investments they have 
engaged in is bearing fruit. 


Signs of 
the 
Times 


The average stockholder is inclined to be different and to 
feel were he to attend the annual meeting of his corporation 
and get up to ask questions he would be regarded as an in- 
truder. No notion is more foolish than this one. He is a 
partner in the business and as a partner he is acting only 
as is expected of him when inquiring for knowledge from 


the trustees to whom he has entrusted the management of the 
business. 


From the discussions which took place between the stock- 
holders and the chairman of the annual meetings of the Erie 
and the United States Steel Corporation it is apparent that 
officials of corporations welcome this co-operation on the 
part of the partners interested, though at times they cannot 
always agree with the claims advanced. 


The benefit which comes from this open discussion is that 
the stockholders gain a more intimate knowledge of their 
business than they can from an attitude of letting George, 


or someone else, look after their interests. ‘The Association 
would encourage the personal attendance of stockholders at 
their annual meetings. It is a good trait to develop. 
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q Third Avenue— 


stock P 


q Bangor & Aroostook— 


A Study of Stock Values 


@ Is there any reason for the present price level of Third Avenue Railway 


@ Is the company looking to new bus lines or to an increased fare to bolster 


earnings? 


@ Third Avenue’s stock is backed by uncertainties and a beclouded future; 


Bangor & Aroostook has behind it demonstrated earning power and an 
unbroken dividend record. 


1TH Bangor & Aroostock selling 
W:: 39, earning $6.22 and paying 
$3 annually, what is the justifica- 
tion for Third Avenue Railway’s current 
price at the same level, when this stock 


is earning nothing and yields no return 
to the investor? 


Both companies are engaged in the same 
general sort of business, transportation. 
Both operate in territories where traffic is 
comparatively heavy. Both have their 
rates regulated by law. But here the sim- 
larity between the two situations ceases. 


Some of the most important electric 
surface railway lines in Manhattan, all 
surface lines in the Bronx and in the 
southern portion of Westchester County, 
New York, are operated by the Third 
Avenue Railway Company, comprising a 
system of about 360 miles of track. Ex- 
tensions into the recently developed sec- 
tions of the Bronx have not been at- 
tempted because of fare restrictions and 
the inability of the company to float bond 
issues. A number of bus lines also are 
operated by Third Avenue Railway, and 
the company is seeking additional fran- 
chises for other lines of buses. 


Many Deficits Reported 

Over a period of the past ten years 
Third Avenue has shown a net deficit in 
each year but four. In 1916 (company’s 
fiscal year ends June 30th) it earned $5.98 
per share of common stock, in 1922, $1.25, 
1923, $1.82 and 1924, $0.45. For the year 
ended June 30th, 1925, the company showed 
a net deficit of $102,139, which figure 
would have been increased by more than 
seven times had it not been for a book- 
keeping operation of crediting an item of 
depreciation accruals. 

As of June 30th, 1925, the company had 
a balance sheet deficit of over a million 
and a half dollars, and at present writing 
is 24 per cent in arrears in payment of 
interest on the $22,216,000 issue of ad- 
justment mortgage income 5’s of 1960. 
Over a ten year period the average income 
available for interest on this issue 
amounted to but 3.65 per cent in con- 
trast to the 5 per cent requirement. In 
only one year has the stock yielded a 
return to the investor, 1916, when a divi- 
dend of 4 per cent was paid. The com- 
Pany’s income account for the eight months 
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ended February 28th, 1926, again showed 
a net deficit. 


Capital losses were incurred by pur- 
chasing a number of lines which proved 
unprofitable, and were subsequently 
abandoned. Although as of the date of the 
last published balance sheet road and 
equipment were carried at a depreciated 
value of $78,325,897, the Transit Commis- 
sion in 1922 placed a valuation on the 
entire operating property of only $34,- 
294,911. 

Living in Hopes 

On what basis, then is the stock sell- 
ing at its present levels? An increase of 
but one cent on the fare rate would show 
over $16 per share earned on common. 
But such a hope as this cannot be the 
bolstering influence on the price, for the 
present City Administration was elected 
on a five cent fare pledge. Belief in that 
form is clearly out of the question for 
another three and a half years at least. 


Are new bus lines under Third Avenue 
Railway’s operation to be regarded as the 
angels of salvation? Additional bus lines 
for the City of New York are virtually 
assured, and some of the franchises will 
undoubtedly go to this company. But 
the purchase of buses, in common with 
the building up of any other system of 
transportation, involves quite a_ sizeable 
capital expenditure. The operation of 
buses in conjunction with the company’s 
already existing lines of electric surface 
cars will unquestionably prove a means 
of increasing earnings somewhat. But the 
full effect of the bus operations will not 
make itself felt immediately, nor are they 


likely at any time to yield a return large 
enough to carry along the unprofitable 
electric lines. 


In the face of the foregoing circum- 
stances it is clearly seen that Third Ave- 
nue’s stock is selling far out of line with 
earnings or prospects of future earnings. 
The popularity now enjoyed by both In- 
terboro Rapid Transit and Brooklyn-Man- 
hattan Transit has unquestionably carried 
Third Avenue along to some extent, but 
without other supporting factors how 
long can the present levels be maintained? 
Speculative enthusiasm cannot buoy prices 
indefinitely, and sooner or later they must 
seek their true level. 


Contrast this situation with Bangor & 
Aroostook, recently the subject of an arti- 
cle in THE FiINaNncriaAL Wortp, with the 
common stock selling at approximately 
the same level as Third Avenue Railway. 
Unlike the latter company, Bangor & 
Aroostook has no competitor. It has an 
unbroken dividend record for 22 years. 
The dividend rate is now $3 annually, and 
in the past year this was earned more than 
twice over. At current prices the return 
on the investment is over 7% per cent, 
whereas Third Avenue is retvzning noth- 
ing. 

It is true that a single commodity, pota- 
toes, comprises over 25 per cent of Bangor 
& Aroostook traffic, but shipments of 
potatoes have been increasing, and there 
is no reason to look for any falling off 
of this tonnage. 


The road’s operating ratio is excellent, 
lower than for the average class 1 rail- 


(Please turn to page 543) 








Approx. Market Price 
Earned per share, 1925 
Annual Dividend Rate 
Yield 
Bal. Sheet Surplus 











*As of June 30, 1925. 








Third Avenue Railway Contrasted with Bangor & Aroostook 


Third Ave. Bangor & 
Ry. Co. Aroostook 
$39 $39 
’ Nil 6.22 
Nil 3.00 
Nil 7.7% 
de f.*$1,556,237 $2,895,507 
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Miscellaneous Industrials 





Arnold Constable— 
Rating “C” 

In the seven months ended January 31 
Arnold Constable, with which are included 
operations of M. I. Stewart & Company, 
reports a deficit of $53,000. 


Butterick— 
Rating “C” 

Apparently a change in control has taken 
place in Butterick when J. A. Moore, 
formerly connected with the Hearst pub- 
lications, was made Chairman of the Board. 


Columbia Gas— 
Rating “4” 

Following the very large gain in net 
that has taken place in Columbia Gas, di- 
rectors placed the stock on a $5 dividend 
basis, compared with $2.60 being paid 
previously. It is estimated that this $5 
dividend will absorb about 70 per cent of 


net applicable to the common stock in 
1926. 


Commercial Solvent “A”— 
Rating “B” 


Commercial Solvent proposes to call in 
its notes, preferred stock and Class A 


stock and will then have only the Class B 
stock outstanding. The company reports 
net equal to $5.53 a share on the outstand- 
ing Class B stock, after allowing for reg- 
ular dividends on Class A and preferred 
in the first quarter of 1926. 





Cushman— 
Rating “B” 

Cushman reports $2.52 a share earned 
on its common stock in the first quarter of 
1926, compared with $1.10 a share in the 
first quarter of 1925. There is a sub- 
stantial short interest in this issue which 
has been paying a premium for being short 
of this closely held stock. 


Dodge— 
Rating “C” 


Dodge reports shipments to dealers 
nearly 50 per cent in excess of the first 
quarter of 1925 and retail sales about 37 
per cent in excess thereof. What net earn- 
ings will be will depend on the profit mar- 
gin after the very sharp price cuts that 
were made effective the first of the year. 
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Federal Mining— 


Rating “B” 

The court has acceded to the appeal of 
preferred stockholders of Federal that the 
company cannot pay the $10 dividend on 
its common stock. What further action 
the company will take is not known. 
American Smelting owns slightly more 
than 30,000 shares of common stock of 
Federal. Both shares were adversely af- 
fected by the decision. 


General Outdoor Ad. “A”— 
Rating “A” 

General Outdoor Advertising for the 
first quarter of 1926 reports 52 cents a 
share earned on its outstanding no par 
common stock. Dividends on the Class 
A stock were earned by a large margin. 
The strides the management has made since 
consolidation was made effective is re- 
flected in the fact that net in March was 
$248,000, compared with $97,000 a year ago. 


Great Western Sugar— 
Rating “B” 

Great Western Sugar reports $8.95 a 
share earned in the fiscal year ended Feb- 
ruary 28, 1926, compared with $15.87 in 
the previous fiscal year. This is a re- 
markably good showing, considering the 
sharp decline in sugar prices of last year. 


Hudson & Manhattan— 
Rating “B” 

Hudson & Manhattan reports $1.13 a 
share earned on its common stock in the 
first quarter of 1926, compared with 97 
cents a share in the first quarter of 1925. 


Hupp Motors— 
Rating “B” 

Hupp Motors reports $1.22 a share 
earned in the first quarter of 1926, com- 
pared with 93 cents a share in the first 
quarter of 1925. The company is in ex- 
cellent financial condition. 


Kennecott— 
Rating “A” 

Kennecott has issued its first consoli- 
dated earning report, which shows $5.34 
a share earned on the outstanding stock 
after depreciation but before depletion. 
The company is in excellent financial con- 
dition and the status of the stock will be 
thoroughly reviewed in next week’s’ issue 
of THE FINANCIAL Wor_p. 





















S. S. Kresge— 
Rating “A” 


S. S. Kresge reports 69 cents a share 
earned in the first quarter of 1926, com- 
pared with 58 cents in the first quarter of 


1925. 


















Onyx— 
Rating “B” 

Onyx Hosiery reports 96 cents a share 
earned on its common stock in the first 
quarter of 1926, compared with 72 cents 
in the first quarter of 1925. 





Texas Gulf— 
Rating “ ”? 

Texas Gulf Sulphur reports $3.04 
earned in the first quarter of 1926, com- 
pared with $2.22 a share in the first quarter 
of 1925, these figures being before de- 
pletion. 


Ward Baking— 
Rating “B” 

Ward Baking reports a net of $837,000 
in the first twelve weeks of 1926, compared 
with $832,000 in the same period of 1925. 
At this rate earnings applicable to the 
“B” common stock do not promise to be 
very large. 


Wm. Wrigley— 
Rating “A” 

William Wrigley reports $1.33 a share 
earned in the first quarter of 1926, which 
was exactly the same amount earned in 
the first quarter of 1925. 





Railroads 








Atchison— 


Rating iP igs 
Atchison became quite strong market- 
wise during the past week. In addition to 
the excellent showing from its railroad 
properties the company also has some vety 
valuable oil properties, income from which 
is estimated in excess of $6,000,000, where- 
as dividends received by Atchison were 

about half of that amount. 


Chicago-Northwestern— 
Rating “A” 
Chicago-Northwestern reports $6.34 4 
share earned in 1925, compared with $4.20 
in 1924. The increased net was almost et 
tirely accounted for by pronounced savings 
in transportation expenses. 
(Please turn to page 541) 


The Financial World 




















| 





df 


e- 


od 


j 


re 


Be 


a?&ei2as F 


Position of the Bond Market 


oe 


The Outlook 
for Various 


Classes 


of 
| Bonds 


me 


URTHER gains were made during 
H the week that again demonstrate the 

underlying strength in the bond mar- 
ket. These consistent advances in the face 
of a distinctly unsettled stock market are 
prophetic. They whisper of the real up- 
ward movement that is yet to come. They 
point the way of safe speculation on the 
future. 


During recent years the American public 
has had a broad introduction to bond buy- 
ing. First the war loans, and then the 
swelling volume of bond offerings of all 
descriptions, have opened the eyes of peo- 
ple with funds to invest to the fact that 
between gilt-edge securities on the one hand 
and stocks on the other, there lies a wide 
field of investments that can satisfy any 
taste. 

You are not content with 4 per cent? 

You cannot take the risk of a stock- 
holder ? 


No matter! Step up and look them over. 
You can have 4% per cent or 5 per cent 
with absolute safety. Or take these nice 
fresh 5%4s or 6s. They will keep in- 
definitely with a little care. Or perhaps 
you prefer brightly colored 7s and 8s. Yes, 
they are refreshing, but of course we can’t 


guarantee them under rough wear and 
tear. 


From the shelves of private bankers 
nearly every possible type has been offered. 
America has just begun to realize her 
Position as the creditor nation of the 
world, and American investors have been 
quick to assimilate the feast that their 
accumulation of the world’s gold has laid 
before them. For each bondholder that 
we numbered before the war there are 
now ten, and today nearly every man who 
has a surplus of capital above and beyond 
his business needs has a part of those 
funds tucked away in bonds for safety. 

But as a nation we are not experienced 
bondholders, and few realize the pos- 
sibilities of profit through appreciation of 
Principal that lie in that field. Many who 
purchased Liberty Bonds at war were 
painfully instructed as to the possibilities 
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By THE BOND EDITOR 


of loss in even the highest grade securities. 
Perhaps they also came to realize that 
eventually such issues must recover to their 
proper levels, 

Stockholders are now getting the full 
force of that old adage that whatever 
goes up must come down. The reverse is 
true, only in the case of really sound se- 
curities, those that are assured of protec- 
tion under the most depressing circum- 
stances. But just as Liberty Bonds, after 
the pressure of abnormally high money 
rates was lifted, were bound to return to 
the prices that their impregnable security 
demands, so must hundreds of high grade 
issues seek eventually their rightful levels. 
And keep in mind that the same factor 
which forced the decline and brought the 
recovery in Liberty Bonds is the funda- 
mental basis of trends in other investment 
securities. 

Today we see many sound railroad is- 
sues carrying 4 per cent, 414 per cent and 
5 per cent coupons selling at prices rang- 
ing from 75 to 90. They were issued at 
or near par during some period when in- 
terest rates were low. Given like money 
conditions, they would again command 
equal prices. It requires only a brief 
glance at the chart below to visualize the 
amount of appreciation in dollars that 
would occur in the principal invested in 
such bonds due to a decline in the price 
of money. 


Current Yields at Various Prices 
Coupon 
Jo 75 80 85 90 95 
3% 467 438 4.12 388 3.68 
4 5.33 500 471 444 421 
4Y, 6.00 5.63 5.31 5.00 4.74 
5 6a 642s Sm “SS SZ 
5% 7.33 688 647 611 5.79 
In the table it can be seen that a decline 
of one per cent in the price of money, or 
in other words, interest rates, will ad- 
vance bond prices from 15 to 20 points, in 
the absence of other deterrent factors. 
There are few industrial and public 
utility issues in the lower coupon strata, 
partly because these groups have never 


1925 JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC ee 


New 
Offerings 

of the 

Week 
Analyzed 


a 


commanded a credit position equal to that 
of the rails, but mainly because the great 
bulk of such issues has been floated in 
more recent years when interest rates 
were consistently higher than those 
prevalent in the days when the carriers 
could borrow money sometimes on a 314 
per cent charge. However, the higher 
coupon issues will be similarly affected by 
a decline in the price of money, but of 
course in most instances the amount of 
appreciation will be limited by redemption 
prices, 

Because the trend of interest rates is so 
definitely downward, and because stocks 
in general have soared to levels that pre- 
clude any further possibilities of really 


large profits, this prospect of appreciation ~ 


in bonds takes on a real significance for 
the wide-awake investor. The probability 
of an upward movement is so pronounced 
that the problem really devolves upon 
careful selection alone. 

Readers of THE FINANCIAL WorLD are 
undoubtedly well versed in the funda- 
mentals of sound investment. However, 
it is always wise, when new conditions ap- 
pear, to run over the basic principals in 
order to examine them in the light of the 
changed circumstances. 

Primarily, and particularly at this time, 
the question of ultimate security is of ut- 
most importance. An issue suitable for 
purchase or retention at this time must 
either have so large an equity in its 
pledged security as to permit considerable 
shrinkage in value without actually under- 
mining the position of the bond, or there 
must be assurance that its equity position 
will improve. 

Issues that represent any capitalization 
of earning power are taboo. Likewise 
where the value of the pledged security 
can depreciate to any great extent, a pur- 
chase should be avoided. The probability 
of substantial appreciation in the highest 
grade issues is so strong that it is un- 
necessary to gamble on the weak sisters. 
Below are described the various types of 
bonds, classified as to security and listed 

(Please turn to page 542) 
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Stock Market and the Public 


« The following timely article by the head of one of 
our largest financial institutions is worth careful 
reading by our subscribers. It contains sound doc- 
trine and the character of advice we have repeatedly 
given in THE FINANCIAL WorLD. There is noth- 
ing in the present or prospective situation in these 
United States to cause undue pessimism. The fac- 
tors that have developed major downward. move- 
ments in security prices are absent. We are in a 
period of readjustment not only from the specula- 
tive excesses in which the stock market indulged 
itself some months ago but also to the new order of 
declining interest rates and declining commodity 


@ Otto H. Kahn 


FEW words should be said on the 
A tie of the recent wild price 

fluctuations on the New York 
Stock Exchange. 

Let me point out that the responsi- 
bility for such episodes of soaring 
“ups” and crashing “downs” belongs 
not to the Stock Exchange as such, 
because, after all, that institution is 
essentially a market, and all that those 
charged with its administration can do 
is to see to it that the goods dealt in 
are properly labeled, that no fake or 
otherwise objectionable goods are ad- 
mitted, and that dealings are conducted 
honestly and with due and watchfully 
enforced safeguards for the public. 

Neither can responsibility be laid just- 
ly at the doors of the Banks. It is not 
their function to act as censors and regu- 
lators of price movements. Of course, 
the Banks are called upon to exercise 
prudence and restraint in lending upon 
stocks at inflated prices, but if they 
were to attempt to use their position in 
order to control stock market move- 
ments, they would very soon be subject 
to bitter attack on the allegation of 
manipulating the stock market. 

The responsibility belongs primarily 
to those in and out of Wall Street who 
permit unreflecting desire for gain to 
make them rush in and buy, being some- 
what apt in the process to engage them- 
selves beyond their means, and the same 
impulse, or unreflecting fear, to rush 
in and sell. The two very worst coun- 
sellors in any situation are greed and 
fear. You are bound to go wrong when 
you listen to their hectic urgings. 

We have seen some of the very same 
persons who, in February, could see no 
limit to booming prosperity, proclaim 
534 


prices—in other words, 


to an investment market. 
—THE EDITORS. 
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Of Kuhn, Loeb & 


vociferously, in March, the total doom 
of prosperity, and, in both instances, 
find far too many listeners and believers. 

Of course, the stock market, in its 
very nature, is bound to be subject to 
considerable fluctuations. There are 
sound intrinsic reasons why, within 
limits, stock prices cannot—and, indeed 
should not—be stationary. Speculation 
—as distinguished from gambling—has 
a legitimate place and a useful func- 
tion in the scheme of things economic. 
But episodes such as those which have 
marked the course of stock prices and 
so-called “Wall Street sentiment” with- 
in the past two months, movements so 
extravagantly diverging from a reason- 
able equilibrium, constitute a generally 
harmful nuisance. They also constitute 
a reflection upon the steadfastness and 
sobriety of judgment of a portion of the 
community. 

It is no adequate rejoinder to point 
to objectionable activities of “bull pools” 
and “bear pools” and to denounce un- 
scrupulous manipulators for the boost- 
ing or the depressing of prices. True, 
unfortunately, to a certain extent they 
are a factor in the general reckoning. 
True, they do give cause for just con- 
demnation, perhaps even, at times, for 
corrective action. But they could never 
be more than an ephemeral and limited 
influence, if they were not seconded by 
gullible crowds of “get-rich-quick” de- 
votees, on the “long” or the “short” side 
of the market. 

It is a regrettable spectacle to see 
people lose their heads and their money 
in this manner, and it happens alto- 
gether too frequently. To speak only 


of the recent past, a swing of the stock 


market pendulum, approaching and, in 
one year, even exceeding in violence 
that of last month, occurred in each 
one of the years 1923, 1924 and 1925. 

If we are to maintain that leading 
place among the great financial centres 
of the world to which we are entitled, 


Co. 


it is incumbent upon us to demonstrate 
self-assurance and steadiness, and to 
avoid recurrent exhibitions of alternat- 
ing ebullition and perturbation. 


A readjustment of stock prices from 
the giddy height to which some of them 
had been recklessly pushed, was called 
for and salutary. But it should have 
been an orderly falling back, not a 
panicky rout. 


Whether stock prices will further de- 
cline, or will start to recover, in the 
immediate future, is a question on which 
I am neither qualified nor willing to ex- 
press an opinion. But at the risk of 
laying myself open to the charge of 
trite sermonizing, I should like to em- 
phasize at this juncture: “Don’t sur- 
render your sober and discriminating 
judgment, don’t lose your sense of pro- 
portion, don’t give way to unreasoning 
faint-heartedness or permit yourself to 
be stampeded by those who would de- 
signedly excite alarm in order to en- 
rich themselves out of the discomfiture 
of others. Don’t attach exaggerated 
heed and weight to emotional rumorings, 
imaginings, and ‘ups’ and ‘downs’ of the 
stock market, but do give due heed and 
weight to American resources, American 
enterprise, and the fruitful daily activi- 
ties of many millions of hardworking 
American men and women.” 


It is astonishing how ready many 
people are to eliminate from their con- 


' sciousness, when prices are falling pre- 


cipitately, the incontestable fact that the 
basic line of this country’s business is 
upward, though naturally subject to fluc- 
tuations, and that, in order to arrive at 
a correct and profitable judgment of in- 
trinsic values, there must be considered, 
besides the earnings of the present and 
those anticipated for the immediate fu- 
ture, the record of past results and the 
reasonable expectations for the longer 
future. A well-authenticated story tells 


(Please turn to page 543) 
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By THE OBSERVER 


Mankind is so impelled by the neces- 


Making sities of life that one of its domi- 
Workers nant traits is self-interest: not that 
Partners it is grounded in any selfish instinct, 


but is forced upon man by the para- 
mount consideration for the future of those dependent 
upon his care and protection. This is a phase of life 
corporations should not overlook. Instead they should 
capitalize it not on any humanitarian basis, but, because 
it is very good business when they are able to tie up 
this self-interest to their own. When their workers 
have a stake in the profits of the business in addition 
to their pay envelopes, the majority of them give the 
maximum labor since they know they will share in its 
benefit. 

A good many of our corporations are already con- 
scious of the advantage of such alliances and have 
made it an important part of their business operations. 
A notable example of the good-will this policy can 
create is indicated by what one of the Standard Oil 
Companies has accomplished in this direction. Five 
years ago it started a plan of interesting workers in its 
stock and allowed-them to pay for it out of wages by 
installment and the corporation contributed a certain 
sum of the purchase price. The total capital the work- 
ers invested in the stock in the five years was around 
$11,000,000. This investment has grown in value since 
then to slightly more than $25,000,000. It has more 
than doubled. 

While this is an unusual showing still it is a reflec- 
tion of the possibilities vested in such co-operation be- 
tween workers and corporations. It provides a self- 
interest that is difficult to disturb. When workers come 
to realize their relations to their employers is more 
than that of laborers, that it borders closely upon a 
partnership arrangement labor agitators will find their 
employment and opportunities to work mischief and 
discontent have ceased to exist. 


Officials of the New York Central 


Central - fittingly celebrated recently the 
Celebrates rounding out of the road’s hun- 
Century dredth birthday. The occasion was 


also marked by the presence of that 
grand old man of the railroad world, Chauncey M. 
Depew, whose life with the exception of eight years 
spanned that of the property over which he so long pre- 


sided and of which he is still a member of its board of 
directorate. 


It was a bi-sectional celebration which was held to 
commemorate the Central’s useful service to the people 
to whom it provides par excellent transportation serv- 
ice. The day was given over to placing tablets telling 


of its achievements in the depots at Albany and Schen- 
ectady and giving the people along its line between 
Albany and New York an occular illustration of the 
hundred-year progress with a train of locomotives from 
the tiny De Witt Clinton to the modern Mogul that to 
build today costs almost a half million dollars, weighs 
more than 400,000 tons and attains a speed of more 
than seventy miles an hour. 


The evening was devoted to placing the laurel leaves 
around the heads of the departed genuises whose dar- 
ing minds conceived the building of the road and to the 
living who have so ably executed the trust that was 
passed into their keeping. No more inspiring subject 
could fall to eloquent speakers than that of relating and 
eulogizing the accomplishments of the Central—the 
road whose capital structure has grown into a billion. 
But this was the smallest portion of its contribution to 
the Empire State. The billions of additional wealth 
it helped create for the populace it served can never 
be fully appreciated though it can be fully recognized. 


While engaged in furthering the in- 


Fenton’s terests of Investment Bankers As- 
Useful sociation of America to which he 
Life Ends devoted the recent years of his life, 


Frederick R. Fenton, its executive 
secretary, was suddenly stricken with a fatal illness and 
death overtook him in Los Angeles. This sad news 
will be received among the members of this important 
association with real sorrow, for there was not a mem- 
ber among them who did not love and admire this big, 
jovial-hearted man. 

Fenton, together with George W. Caldwell, the first 
president, helped found and organize the association that 
was not only helpful to the investment business of the 
country but to the public as well. Each year as the 
association assembled in annual convention there was 
always one member of its official cabinet whose re-elec- 
tion was a foregone conclusion. That man was Fenton. 
To him fell the arduous duty of seeing to it that the 
numerous details involved in the work of the associa- 
tion moved along smoothly. 


He was blessed with a most agreeable temperament. 
Like a magnet it drew to him lasting friendships. For 
the twelve years he was officially connected with the as- 
sociation it seemed as if he was its other self. Other 
officials could be concerned over policies but to Fenton 
fell the most pleasurable side of the work, that of 
acting the diplomat whose first and chief concern was 
to make all the members feel more could be accom- 
plished with a smile than with a serious mien. For 
many years the place he occupied in the hearts of in- 
vestment bankers will resemble a void difficult to fill. 











Farm Loan 


Supervision 


@ Government Should Act to Insure Sound Management of 
Organizations Handling Real Estate Mortgages. 


By W. W. Bennett 


N every field of finance it is recog- 

nized that the greatest efficiency re- 
sults from such supervision as will in- 
sure the proper management of under- 
takings and give the fullest protection to 
investors. This principle goes all 
through the banking industry; it is ex- 
ercised in the issuing of municipal 
bonds of every sort; it goes into the is- 
suance of loans through the federal land 
banks and the expansion of stocks of 
utilities. In one field there is no attempt 
or effort toward supervision—that of the 
real estate mortgage. Here the opera- 
tion of making and selling securities has 
been purely individualistic. Each agent 
or agency has followed the course that 
seemed to him most fit. 


To be sure, there have been organiza- 
tions of mortgage bankers with a seri- 
cus effort to establish a code of ethics 


and to install systematic management in- 
to the business. But this is still left 


to the individual and the investor is 
compelled to base his confidence on the 
record of the selling agency or, as most 
frequently, upon that implicit faith in 
the farm mortgage that has been in- 
spired by the inherently sound basis on 
which farm loans are made. The very 
fact that these securities are based on 
real soil gives to them a standing that 
makes many investors overlook require- 
ments for supervision of the 
companies. 


issuing 


On the other hand, the borrower is 
so situated that he is not inclined to 
make careful investigation, often taking 
much on faith also. Between the two 
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stands the loan agent or company with 
trust on both sides that he is carrying 
on affairs with due respect for the best 
interests of both. 


Borrower Has Need 


The borrower, at the start of the farm 
mortgage, is usually in no position to 
dictate terms and often is inexperienced. 
He signs where he is told to sign, has 
little knowledge of the procedure in 
which he is engaging and if the agent 
be unscrupulous and gifted with shrewd- 
ness it is not difficult to tie up the bor- 
rower in contracts that are inimical to 
his interests. The borrower, too, often 
is trusting when he pays his money and 
it is not uncommon to find that the 
money he has earned by hard labor does 
not go to the holder of the mortgage 
but gets no farther than to the agency 
and later on the borrower must again 
furnish funds with which to clear his 
land. This was particularly so in the 
early days of wild-cat loan making in 
the newer states and it is yet found to 
be true in some instances. It is the 
easiest method by which the agency can 
go wrong, perhaps not at first intending 
to keep the money but finally becoming 


so entangled that it cannot repay. Super- 
vision by the government at regular, 
or rather irregular, periods would make 


a check on this and establish sound bus- 
iness methods. 

Through the failure of loan companies 
in the west and south borrowers have 
given mortgages for which they have 
never received a dollar. How many 
have done this can only be estimated 
but they run into thousands. They are 
now clogging the courts with actions to 
clear title or investors are foreclosing, 
claiming that they are innocent pur- 
chasers of the securities. In many cases 
a second mortgage has been executed to 
take up a prior lien which has not been 
done and it is a fair estimate to say 
that there are in the courts foreclosures 
of second mortgages which, because of 
the slump in land values, will not realize 
enough to pay out the first mortgage. 


Weak Second Mortgages 


It has been an almost universal prac- 
tice by those loaning on realty to take 
from the borrower for services rendered 
a commission note or notes in lieu of 
cash commission, secured by a second 
mortgage on the property. The bor- 
rower, because no cash is involved, signs 
up for a larger sum than he would 
otherwise and more than he can fairly 
pay. As a result he becomes obligated 
to pay a debt maturing before the first 
mortgage. Even under good times this 


burden would be heavy and it is found 
that in some instances loan companies 





have foreclosed the second mortgage, 
taking title subject to the first mort- 
gage which they hold. To allay the in- 
vestor they have advanced the interest 
on the first mortgage during dull times, 


The result is that the profits of the 
companies making such procedure a 
practice are almost entirely represented 
by these second mortgages or commis- 
sion notes and to save themselves they 
have sold these notes outright, hypoth- 
ecated them or have issued debentures, 
How much of this paper is afloat is 
unknown but it runs into a vast sum 
and is of little value. The principal in- 
vestors in securities of this kind are 
widows, trust estates, old and retired 
business men, professional men, colleges, 
savings banks, insurance companies and 
institutions. It will be admitted with- 
out argument that, except for the banks 
and insurance companies, these invest- 


‘ors are generally incapable of making 


investigations for themselves. 
Incompetent Negotiators 


Both borrower and investor then need 
protection through some _ regulatory 
power. One class of concerns from 
which this is especially needed is the in- 
competent, careless, reckless under- 
writer or negotiator who does not un- 
derstand his business and makes loans 
without having a clear knowledge of 
just what is involved and just what is 
the fair and right course to pursue. 


The danger from this class comes not 
so much in inherent intention but, what 
is practically as bad, carelessness in ap- 
praisals and in examination of titles. 
They start with the best of intentions 
usually, but business increases and the 
demands upon them become so great 
that the personal supervision of draw- 
ing papers, making inspections of re- 
ports of appraisers, personal inspection 
of securities, etc., is delegated to others, 
frequently young clerks who have no 
real knowledge of the business. These 
clerks too often have one idea—to put 
as much business as possible on the 
books and so pile up commissions rather 
than to take on only such sound busi- 
ness as will stand up under a slump in 
values or a deflation in prosperity. 


Lack of Capital 


Then there is another class of or- 
ganization that labors under the handi- 
cap of lack of capital. These cannot pay 
out ‘to the mortgagor the amount pre- 
sumably loaned at the time the papers 
are given up by the mortgagors. These 
organizations, or persons, doing business 
under this handicap must depend on the 
sale of the mortgages—on farms or on 
dwellings—to investors, the amount then 
to be paid to the mortgagor. This is 
done without informing the investor of 
the fact. He believes that everything is 
regular and that the borrower has re- 
ceived his money. He rarely learns the 
facts until there comes a period of de- 
pression, local or nation-wide, and the 
company from which he bought the se- 


(Please turn to page 547) 
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space is 
devoted nowadays 
to the discussion 
of the steady in- 
crease in install- 
ment sales. This 
controversy hing- 
es around the 
danger that the 
people are pledg- 
ing their future 
earnings to buy 
luxuries and the 
decline in purchasing power should we en- 
ter a period of depression. In that event 
those who consider such buying not eco- 
nomically sound fear it will hit the con- 
cerns selling their products on time payment 
hardest. I am not inclined to this view. 
Business big and little is conducted in this 
modern age generally on a certain pro- 
portion of credit. If it were not the pres- 
ent large volume never could have been 
reached. Another sound indication that 
the country has not lost in thrift is the 
increased deposits in the savings banks. 
This is estimated to exceed $30,000,000,000. 
When life insurance and building and loan 
deposits are added we have a back log 
which shows that notwithstanding the in- 
crease in installment sales people still 
have money to stow away for a “rainy 
day.” 











* * x 


W* may have shut our door against 
unlimited immigration from Europe 
but in another way our gates are wide 
open for immigration of another type. 
This is capital which is seeking safety 
from the steady tide of depreciation that 
is going on in certain countries abroad. 
The franc is the lowest it ever has been. 
It is a particular instance of the flight of 
capital on the part of timid Frenchmen 
who wish to exchange their money into our 
own currency because they realize it will 
not decrease in monetary value. France 
can only stop this.selling of her francs by 
restoring stability to it and this cannot be 
done by any makeshifts. 


*x* * 


M ORE than twenty years ago corpora- 
tions in an investment market de- 
vised the convertible bond to make the 
purchase of their securities attractive. This 
security provided the investor not only 
with an investment producing a favorable 
interest return but gave the purchaser the 
Privilege of exchanging the bond into the 
stock of the corporation at a certain price. 
These convertible bonds turned out in many 
imstances very profitable purchases. Each 
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investment cycle finds the fashion in se- 
curities changing.. Instead of convertible 
bonds now investment bankers, in connec- 
tion with their offerings, sometimes attach 
to them what they call stock warrants. 
What this term means is that the pur- 
chaser of the security receives an option 
to buy common stocks at a given price. 
These stock warrants are in the nature of 
a convertible bond. They also: give prom- 
ise in future years of turning out ex- 
cellent speculations with very little risk 
attached. 


* * * 


BANKS will continue to merge as the 

‘capital reserves in New York City 
increase. This is but a natural tendency. 
For the present time it is the ambition of 
big bankers to be the heads of institutions 
whose deposits come near the billion-dollar 
mark. We have in the city now two such 
banks. In another decade we shall see 
banks with several billion-dollar deposits 
if our financial wealth keeps growing 
apace—and we will be no more astonished 
then than we now are at our billion-dol- 
lar banks. 

* * * 


be the daring the Cuban sugar situa- 
tion and securities related to it holds 
forth temptation to speculate on the long 
position, Everything which could be un- 
favorably construed has happened and is 
known to the point that conditions could 
not be made worse. Then it is the time 
to buy, so they think and often they are 
in the right. But it takes courage and 
great patience to buy at the lowest point, 
for the recovery sometimes is long drawn 
out. Speculators of this daring turn of 
mind will be reassured by the decision of 
the Cuban sugar plantations to curtail their 
crop next season ten per cent. 


* * * 


FT".ODAY Frederick W. Underwood, the 

president of the Erie, is as mentally 
alert and quick on the trigger in parrying 
attack as he was twenty-five years ago, 
when he began his services with the rail- 
road. This trait was displayed at the com- 
pany’s last annual meeting, during which 
one of the stockholders suggested he could 
celebrate his long connection with the 
property by ordering the resumption of 
dividends on the preferred stock. With a 
merry twinklé in his eyes the kindly dis- 
posed Underwood replied that he appreci- 
ated the stockholder’s generosity but ques- 
tioned his discretion. This flare of repartee 
brought the meeting to a pleasant close. 
A much more pertinent question would 
have been one referring to the value of 
Erie’s anthracite properties. 
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Lago Changes Its Stock 

In response to the criticsm against non- 
voting stocks, Lago Petroleum has called 
a special meeting of stockholders to ap- 
prove a change in non-voting stock to 
voting stock. This step is proposed so that 
the bar to its listing on the Stock Ex- 
change will be removed. 





Before you invest 
make use of the 
Equitable Invest- 
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—designed to elimi- 
nate guess work from 
bond buying. 

When you receive your copy, 
turn to the page which applies 


to you, put down the few nec- 
essary facts and return to us. 
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us to prepare an investment 
program to meet your individ- 
ual requirements. 
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44-Y ear 
Dividend: Record 


HE American Telephone & Tele- 

graph Company and its predecessor 
have paid dividends on the capital 
stock of not less than $7.50 per share 
annually for a period of forty-four 
years. 


This remarkable record and the con- 
stantly growing business of this great 
Public Service Corporation give to its 
securities a recognized stability and 
high investment rating. We have just 
issued a comprehensive analysis regard- 
ing this company with special reference 
to the 5% and 5%% Debenture Bonds. 


Send for Analysis F-4 
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Bonds 





Exempt from All Federal Income Taxes 


City of Lynchburg, Va. 


41% Gold Bonds 
Due April 1, 1960 


These bonds, issued for various municipal purposes, are 
direct obligations of the City, payable from unlimited taxes 
on all its taxable property. 


Yielding about 4.35% 


Circular upon Request 


The Natienal City Company 
Main Office: Natiewal City Bank Bldg., New York 
Uptown Office: 42ead Street at Madisen Avenue 


Sievt Torus Netes 














Acceptances 

















































































































bargains. 
for a year and a half. 


Simply address— 





Bear Market 
Over? 


Last year, after sharp breaks of 11 points, stocks were exceptional 
In 1920, after initial bad breaks, stocks continued on down 
Now, this year, which will it be? 
over—or will stocks suffer further bad breaks? 

Our latest market forecast analyzes this entire situation. 
copy free, to acquaint you with our Complete Security Market Service. 


AMERICAN SECURITIES SERVICE 


837 Corn Exchange Bank Bldg., New York 
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Pure Oil 
(Concluded from page 528) 














of funded debt are not usual in oil com- 
panies, but even so, the Pure Oil Co. is 
rather conspicuous for the stability of its 
financial structure. 


Of the approximate $106,000,000 aggre- 
gate capital, only $10,700,000 is in fixed 
obligations, while $71,500,000 common 
stock forms an exceedingly broad base for 
the financial pyramid; the remaining $23,- 
800,000 is preferred stock, a contingent 
obligation. The stable position in which 
this puts the company is easily seen. An- 
nual earnings, after depreciation and de- 
pletion, available for interest, which were 
well over $12,000,000 in 1924 and ap- 
proached $15,000,000 last year, could de- 
cline to $1,300,000 before the company 
would be unable to meet all its interest 
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charges and sinking fund requirements on 
the funded debt. Net available for divi- 
dends, which amounted to $10,500,000 in 
1924 and approximately $13,000,000 in 1925, 
could decline to $1,700,000 and still show 
all preferred dividend requirements for 
the year earned. 

One more factor of stability appears in 
the structure of the company, namely, the 
relations of the management with its em- 
ployees. Harmonious and close relations 
between employer and employee bespeak 
not only a condition which minimizes labor 
disputes and labor turnover but also signfy 
a progressive and forward-looking man- 
agement, building solidly for the future 
rather than for a temporary imposing 
showing. 

As an instance of the company’s co- 
operation with its employees, the newly 
organized investment plan may be cited. 
It provides for the sale of Pure Oil Co. 
6 per cent preferred stock—a sound issue 
—to employees on equal semi-monthly pay- 
ments over a period of four years. This 


is quite a conventional arrangement, bur 
the two striking features are that maxi- 
mum subscriptions equal to a full year’s 
salary are permitted and a cash bonus of 
25 per cent of subscription is paid out 
of the company’s pocket to all who com- 
plete their payments in the prescribed time. 
In addition, the subscriber gets 8 per cent 
on his whole subscription from the start 
and pays 6 per cent on his unpaid balance. 
The appeal of the large subscription 
permitted, the net income derived from the 
start and the substantial cash bonus on 
completion have produced subscription re- 
sults which are believed to have few rivals 
among similar employee-stockholder plans. 
Slightly over 77 per cent of all eligible em- 
ployees participated and the average sub- 
scription was $1,036. It seems logical to 
suppose that self-interest alone will hold 
these employees sufficiently to save the 
cost of their bonus to the company in 
reduced costs of labor turnover. 


All of these factors have contributed 
heavily toward making the company a 
stable and well-secured unit in the oil 
industry. Large holdings of producing 
territory, well distributed, insure low 
operating costs and assure steady produc- 
tion; a strong preponderance in the Penn- 
sylvania light oil situation gives the com- 
pany an advantage in marketing high 
grade lubricants; a well balanced financial 
structure provides very wide margins of 
safety over fixed and contingent charges, 
and favorable relations with employees 
facilitate loyal, efficient service and guard 
against labor troubles. 

The common stock at around $27 a share 
has possibilities as a long-pull speculation, 
but in line with the present policy of Tue 
FINANCIAL Wor.p favoring the investment 
stocks there appears more attractiveness 
in the preferred stock. At around $106 
a share, with an $8 payment being made, 
this preference issue is obtainable on a 
basis to yield 7.6 per cent. 


— * 
Vv 


Columbia Gas Pays $5 


Directors of the Columbia Gas & Elec- 
tric Company declared a quarterly divi- 
dend of $1.25 a share on the common 
stock, placing the issue on an annual 
dividend basis of $5 a share, compared 
with a previous rate of $2.50 annually. 


In response to recent reports that the 
company might declare a stock divi- 
dend, President Gossoler said that no 
additional stock will be issued at the 
present time. Stockholders of the com- 
pany on April 13 approved an increase 
in the authorized common stock from 
1,500,000 shares, all of which is out- 
standing, to 2,000,000 shares of no par 
value. 

The earnings statement for March 
again established a new high for monthly 
earnings. The surplus for March was 
$1,249,026 after depreciation, interest and 
preferred dividend of subsidiaries, 
against $823,841 in March, 1925. The 
surplus for the first three months of 
the current year was $4,039,626, against 
$2,774,119 in the corresponding period 
last year. 
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(Concluded from page 527) 


| Commodity Prices 
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prices. Nominal wages—that is, wages 
measured in dollars, are not likely to ad- 
yance in periods of falling commodity 
prices, but real wages—that is, the amount 
of goods a dollar will exchange for, are 
actually advanced by a fall in prices. 


During the last few months there has 
been a gradually declining trend in com- 
modity prices. In my opinion, this down- 
ward trend will continue for a long time 
to come, probably for several years. The 
only thing that could now bring about a 
rising trend of commodity prices would be 
inflation, and the danger of further 
inflation is remote. The banking interests 
realize the expediency of standing ready 
to ship gold abroad, and they also realize 
fully that inflation would interfere with 
this redistribution. Lower prices for com- 
modities will, of course, mean that more 
gold can be spared without inconvenience 
or danger, as less gold will be required to 
support the credit structure. 


Our surplus plant capacity and the re- 
sultant keen competition will no doubt act 
as contributing causes in bringing about a 
lower level of commodity prices, but the 
principal influence is of a strictly economic 
character. Prices reached abnormal fig- 
ures because of dislocated production, war 
demand, inflation, and other influences 
which have disappeared or which are dis- 
appearing. The productive capacity of the 
world is back to normal, so far as agri- 
culture is concerned, and the world’s plant 
capacity is greater than ever before. 


Gradual Readjustment 


So long as the readjustment of com- 
modity prices to a lower level is gradual, 
it will not result in disturbance and will 
prove beneficial from the standpoint of se- 
curities as a whole. The probable effects 
on different classes of securities are quite 
clearly defined and easily explained. They 
may be briefly summarized as follows: 


Many, if not most, industrial corpora- 
tions will be adversely affected for a time. 
Until these corporations are able to ad- 
just themselves to the declining trend of 
prices, the profit margin will decrease. It 
is true that lower costs of raw materials 
will partly offset the disadvantage of lower 
selling prices, but competition is pretty 
sure to be keen for a time and sharp com- 
petition always means small ‘profits. Cor- 
Porations having strategic advantages— 
for example, the ownership of their own 
sources of raw material, will probably 
make a much better showing than their 
less fortunate competitors. It is not at 
all probable that wages will decline, and 
this is another reason for expecting a 
period of smaller profits. 


_ The railroad and public utility corpora- 
tions will be favorably affected by falling 
commodity prices, so long as the smaller 
Profits do not result in reduced volume of 
Seneral business and unemployment. In 
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this regard I have, in recent letters, di- 
rected attention to the wide-spread con- 
fusion of thought on this phase of the 
subject. Almost all the casual observers 
and many of those who write on such sub- 
jects appear to assume that lower prices 
and reduced profits are synonymous with 
decreasing volume of trade. There is, so 
far as I can judge, no reason for this 
view. If prices were to decline violently 
and profits were to disappear, the case 
would be different, but gradually declining 
prices such as have recently been witnessed 
are more likely to stimulate than to cur- 
tail consumption and production. The re- 
ports of several large corporations, notably 
the United States Steel and the General 
Electric Company, show quite plainly that 
during the year 1925 volume of business 
increased steadily while selling prices and 
the margin of profit as steadily decreased. 
There is nothing recondtte or unusual 
about this. So long as wages continue 
unchanged, every decline in prices increases 
the purchasing power of the masses. It is 
also to be noted that the railroad and other 
public utility corporations, being favorably 
affected, will be able to purchase steel and 
iron and other products more freely and 
will be inspired to do so by the lower 
prices. 


As to the effect of gradually declining 
commodity prices on income bearing se- 
curities, it is quite certain that all such 
issues will be favorably affected. Not 
only do falling commodity prices result in 
falling interest rates, but the purchasing 
power of both principal and income is in- 
creased. To put the proposition in its 
simplest form, a bond or a share of stock 
and the income from such securities will 
exchange for more goods. It is necessary, 
however, to discriminate very carefully in 
applying this principle. Stocks which show 
a small margin of safety and which are 
likely to be adversely affected by declin- 
ing commodity prices, will decline because 
the current rate of dividend is menaced. 


Non-productive common stocks of cor- 
porations, which will probably be un- 
favorably affected by falling commodity 
prices, should not be purchased or held. 


The best chances will be found in the 


bonds and stocks of corporations which 
will probably be unfavorably affected but 
with a factor of safety to reasonably as- 
sure the holder of continued payments, or, 
better still, the bonds and stocks of cor- 
porations which will be favorably affected 
by gradually declining commodity prices. 


.{} 
_ 





Beneficial Loan Report 

The seventy-nine loan offices in the 
Beneficial Loan Society system made 
new loans of $1,230,077 for March, 1926, 
comparing with $1,185,543 for March, 
1925, $1,068,466 for March, 1924, and 
$770,004 in the same month of 1923 
Operating profits after reserve for taxes 
and losses were $141,848, against $122,- 
166 for March, 1925, or more than three 
and a half times bond interest. 











1926 Analysis 


S. S. Kresge 
Company 





A leading factor in the 
chain store field 


The number of stores in operation, 
gross sales, profits, and business 
outlook are reviewed in our special 
1926 analysis. 


Copies will be sent to investors 
upon request for Analysis H-250. 
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Facts and Opinions 
Condensed 


Ten minutes a week, if you read 
The Bache Review, will keep you 
informed on the main subjects, 
important to your own business, 
which affect. the commercial and 
financial situation. 


Readers ef the Review are invited 
to avail themselves of our facili- 
ties for infermation and advice 
on stocks and bonds, and their 
inquiries will receive our careful 
attention, without obligation to 
the correspondent. In writing, 
please mention The Bache 
Review. 


Sent for three months, without charge 
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42 Broadway New York 
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enable the thrifty to diversify their 
holdings in times like these. 

We give the same careful attention 
to large or small orders for securi- 
ties. 


Our free booklet on trading methods 
is especially helpful now. 


Ask for Booklet K-8 
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Investing at 
Various Stages 
of Life 


Our leaflet under this 
title emphasizes the fac- 
tors which should deter- 
mine the selection of in- 
vestments at each stage 
of life. 


Write for Leaflet No. 1707 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 
PROVIDENCE PHILADELPHIA 


Members New York and Chicago 
Stock Exchanges 


























What Every 


Security Holder 
Should Have 


_ have prepared od booklet 


any 
World. on request. 
Ask for F.W.-1 


McCLAVE & CO. 


UN. Y. Cotton Exchange 
fN. Y. Stock Exchange 


67 Exchange Place New York City 


Members 

















How to 
Gauge Turning Prices 


for Any Stock 


—is a subject that is dis- 
cussed from a new angle 
in a booklet just complet- 
ed, devoted solely to 
trading in speculative 
stocks. 


At this stage of the mar- 
ket it is decidedly to your 
advantage to learn of the 
new things that our long 
and careful researches in 
speculation have yielded. 
This booklet is sent to you 
without cost or obligation, 


together with recent copies 
of THE TILLMAN SURVEY 


TitmaN Survey 
Nottingham Bldg., D-16, Boston, Mass. 
Please send free booklet offered above. 


























Record of Progress 
(Concluded from page 529) 








all classes reduced from $100 to $25 per 
share. New issues of five per cent and 
5% per cent preferred were created. 
The capital stock issues are as follows: 


Stock Author- Oustand- 
ized ing 
$4,000,000 $4,000,000 
30,000,000 24,962,900 
50,000,000 20,520,300 

20,000,000 
21,000,000 
125,000,000 43,271,072 


Orig. pid. 5% cum. part. 
Pfd. 


In presenting the reasons why these 
changes were considered expedient 
President John B. Miller said, “The pur- 
pose of changing the classification of 
stock is to produce cheaper money in the 
future with which to finance the com- 
pany’s continually expanding develop- 
ment program. Our new construction 
budget for this year is the largest in 
the history of the company, caused by 
the rapid growth of the extensive terri- 
tory served. New money required for 
this year’s construction program will 
amount to $32,558,000 and it is antici- 
pated that the demands for service in 
this territory will require expenditures 
of a similar magnitude for several years 
in the future. The proposed change is 
financially beneficial to all holders of 
stock as the reduction in the par value 
of the shares will be of material assist- 
ance in the future extension of the cus- 
tomer ownership plan of stock distri- 
bution inaugurated by the company in 
1917. Since that time the number of 
stockholders has increased from less 
than 2,000 to over 80,000.” 

Dividends have been continually paid 
on the original preferred stock since 
organization in 1909 and payments on 
the common have also been made dur- 
ing that period at varying rates. The 
present rates on the original preferred 
and common stocks are eight per cent 
per annum. The current prices and the 
yield obtainable on the various issues is 
as follows: 

Stock Price Yield 
Orig. pid. 8% im 62 
Pfd. 6% 98 6.1 
Pfd. 7% 110 6.4 
Common 8% 118 6.8 

The stock provisions entitle the orig- 
inal preferred stock to five per cent per 
annum and the A and B stocks seven 
per cent and six per cent and the com- 
mon is entitled to the balance up to 
seven per cent after which it shares 
ratably with the original preferred. The 
surplus in 1925, after allowing for divi- 
dends on all preferred stocks and in 
accordance with the participating pro- 
visions given above, showed $9.14 
earned on the common stock. The com- 
mon stock is at present selling close to 
the low price for the year having sold 
at a high of $142 and with a price of 
$14634 recorded in 1925. The yield is 
attractive on a so well secured issue 
giving consideration to anticipated im- 
proved earnings for 1926. The preferred 
issues are all sound investments and all 











the securities including the common are 
entitled to an A rating. With a definite 
trend toward investment and away from 
the speculative issues the securities of 
Southern California Edison Company 
should be given. consideration 
templated investment programs. 


in con- 








Trend of Things 
(Concluded from page 524) 








themselves than the sound dividend-paying 
industrial stocks. Bonds reached a new 
high price during the current week and 
from a long-pull standpoint are unques- 
tionably going higher. The industrial 
stocks had their innings during the era of 
rising commodity prices the culmination of 
which was forecast in the June 7, 1920, 
issue of THE FINANCIAL Wor-p. _Invest- 
ment securities from all present indications 
will have their innings during the coming 
years. Rising commodity prices made the 
rise in earnings and market price of the 
industrial stocks possible. This highly 
important factor also decreased the pur- 
chasing power of the bond and adversely 
affected rail and public utility earnings, 
The reverse process now bids fair to get 
under way. Continue to give first place to 
good yielding rails and public utility pre- 
ferred stocks and the high-yielding low- 
cost coppers which are given proper repre- 
sentation on the bargain list on page 524. 





National City Leads 
The consolidated Chase-Mechanics & 


Metals is a very large bank, but it is still 
second in rank to the National City 
Bank, which holds its position at the top 
of the list of the country’s large banks. 
Statements of both banks published this 
week bear out the statement. The Na- 
tional City shows resources of $1,110, 
459,408, while the new Chase National 
shows total resources of $918,915,628. 
Deposits of the Chase are, however, only 
$3,635,578 below those of the National 
City, the total of which is $795,934,514. 

The National City statement as of 
April 12 does not, however, include the 
figures of the Peoples Trust Company 
of Brooklyn, since the merger has not 
yet become formally a fact. The 
Peoples Trust of Brooklyn has $65,700,- 
000 in deposits, which will be added in 
large part to National City. 








What of Surplus? | 
(Concluded from page 526) 
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and increasing industrial competition can- 
not help but have an adverse effect on the 
return of capital invested in such industrial 
enterprises. If the decline is gradual it 
will not necessarily adversely affect the 
volume of goods produced; on the contrary 
it may inspire production of greater vol- 
ume to bring down unit costs. On the 
basis of value, which takes into considef- 
ation current earnings compared to market 
price, and also prospective earnings com- 
pared to market price, Atchison is a cheap 
er stock than U. S. Steel. 
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Kansas City Southern— 
Rating “B” 

Kansas City Southern reported a good 
gain in net in March. L. F. Loree, Chair- 
man of the Board of Kansas City Southern 
has also been made Chairman of the Mis- 
souri, Kansas & Texas and probably will 
soon present his plan for uniform opera- 
tions of Kansas City Southern, Missouri 
Kansas & Texas and St. Louis-South- 
western. 


Norfolk & Southern— 
Rating “C” 
Norfolk & Southern reports $3.20 a 
share earned in 1925, compared with $2.25 
a share in 1924, 


Pere Marquette— 
Rating “A” 

Pere Marquette reports $11.67 a share 
earned in 1925, compared with $8.33 a 
share in 1924. Current earnings are hold- 
ing up remarkably well and Pere Mar- 
quette has an excellently balanced capital 
structure. 


Rock Island— 
Rating “B” 

Application of three directors of St. 
Louis & San Francisco to the Board of 
Rock Island has been approved by the 
Interstate Commerce Commission. It is 
quite possible that St. Louis-San Francisco 
will now develop its plans further, look- 
ing toward a complete merger of these two 
properties. 


Southern Pacific— 
Rating “A” 

The president of Southern Pacific ex- 
pects 1926 earnings to exceed those of 
1925. The company is completing a very 
substantial expansion program during the 
coming year and may desire to do some 
stock financing before the close of the 
year, in which event it is expected that 
the dividend rate will be increased to $7. 


Union Pacific— 
Rating “A” 

Union Pacific, which has been giving a 
remarkable account of itself marketwise 
during the era of declining market prices, 
was one of the first roads to report for 
March and shows a good gain for net and 
gross. The president of the company 
States that present indications point to an 
excellent year for the company. Union 


yield among the so-called investment rails, 
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Marland— 
Rating “A” 


net earnings in the first quarter of 1926 
as in the same period of 1925. These were 
equivalent to $1.91 on 1,896,000 shares of 
common stock outstanding, before allowing 
for taxes estimated at $235,000. 


Pan American— 
Rating “B” 

Pan American reports $9.91 a share 
earned on its outstanding common stocks 
in 1925, compared with $5.67 a share in 
1924. The company had previously re- 
ported around $6 a share earned on its 
common stock in the first half of 1925. 


Pierce Petroleum— 
Rating “D” 
Pierce Petroleum reports 8 cents a share 
earned on its common stock in 1925, as 
against a deficit in 1924. 


Union Oil— 
Rating “A” 

Unofficial figures indicate that Union 
Oil’s loss in the fire amounted to about 
$5,000,000 net, with a total loss of around 
$12,000,000, with the balance being cov- 
ered by insurance. 


White Eagle Oil— 
Rating “ Fo 
White Eagle Oil, despite an increase in 
gross, reports a sharp drop in net before 
depreciation, depletion and taxes in the 
first quarter of 1926, due largely to in- 
creasing costs. 





Steels 








Crucible— 
Rating “B” 

Crucible Steel is now making public 
semi-official earnings which for the six 
months ended March 31 were equal to 
$4.22 a share on the common stock. The 
president makes the interesting statement 
that at various times, when the common 
stock was selling low, the company had 
purchased its own common stock to the 
amount of 100,000 shares. This stock will 
be either retired or sold to officers and 
employees on favorable terms. 


Republic Iron— 
Rating “B” 


Republic Iron & Steel reports $2.94 a 
share earned onthe common stock in the 
first quarter of 1926, compared with $1.25 


in the first quarter of 1925. 


U. S. Steel— 
Rating “A” 


, The annual meeting of U. S. Steel was 
Pacific continues to afford the highest enlivened by request on the part of some 


stockholders for a larger cash dividend. 
Judge Gary stated that none would be 
forthcoming, but in a vague way inti- 
mated that some time in the future there 
might be a stock dividend. Apparently 
the present policy of U. S. Steel is to put 
surplus earnings in excess of the $7 com- 


Marland Oil reports practically the same mon dividend back into property. 
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How to Make 
Money in the 
Stock Market 


Consistent profits in the stock market are 
made only by following certain fundamental 
yet simple METHODS—methods of those 
who have succeeded—methods available to 
every investor. 

WHAT THESE METHODS ARE and HOW 
YOU MAY USE THEM immediately is ex- 
plained clearly in our FREE 24-page book- 
let, “How to Make Your Money Make More 
Money.” 


A few copies are available gratis. 
Simply ask for Booklet FWA-24 


AMERICAN INSTITUTE 


of FINANCE 
141 Milk Street Boston, Mass. 














Stocks 


and 
Business 


Write for our Monthly Let- 
ter A-4 on conditions. Stocks 
bought and sold on com- 
mission—cash or margin. 





Hartshorne, Fales & Co. 
Members N. Y. Stock Exchange 
71 Broadway, New York 
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Apply 
Management 


Y similarly applying to your in- 

vestment structure the careful 
management which characterizes 
your business . . . you add, materially, 
to the safety, the usefulness and the 
yield obtainable from invested capi- 
tal. 


We will be glad to tell you how we 
are applying management to hun- 
dreds of growing investment ac- 
counts .. . and to show you its ad- 
vantages. 


A. B. Leach & Co., Inc. 


62 Cedar St., New York 
105 S. LaSalle St., Chicago 


Boston Philadelphia Cleveland 
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Securities of the 


National Electric 
Power Company 


controlling public 
utility properties 
serving 1,125,000 
people in 12 States, 
afford unusual invest- 
ment opportunities. 


Inquiries gladly answered 
Ask for Letter Y-603 


AC.ALLYN*> COMPANY 


INCORPORATED 


67 West Monroe Street, Chicago 


New York Philadelphia Milwaukee 
Boston SanFrancisco Minneapolis 

















100 Years of Commercial Banking 


CuENy CHATHAM PHENIX 
<=> NATIONAL BANK AND 
eS TRUST COMPANY ° 
\inon Bi” — Resources over $250,000,000 


Trust! =— 149 Broadway, Singer Bldg. 
Branches from Battery to Bronx 
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DECLINE 


Special stocks weak, business 
news unfavorable, big short in- 
terest, pessimism rampant—and 
the market as a whole making 
no progress ‘on the downside! 


After a 30 point drop— 


What do these signs 
‘indicate 7? 


“FINANCIAL SERVICE 
R.W. Mt NEEL, DIRECTOR 
%n Aristocracy of Successful Jnvesters” 


20 BOVLSTON ST. BOSTON 


Send Free Bulletin SW-4-16 
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in the order of their relative attractiveness. 

First mortgage bonds issued against 
profitably productive properties are of 
course the premier type. This does not 
include purely real estate mortgages, nor 
are first mortgage issues secured on a 
small part of the issuing company’s prop- 
erty desirable, unless the pledged parcel 
be essential to the operation of the whole. 


General and refunding mortgage. issues 
come next. These may represent second or 
third or even, in the case of some railroads 
as low as sixth mortgages on the whole 
or portions of the issuing company’s prop- 
erty. They will be attractive from the 
security standpoint in proportion to the 
actual equity in values, and to the ratio be- 
tween the total value of the pledged prop- 
erty and the prior liens. 

Collateral notes might in some cases 
rank ahead of the type immediately pre- 
ceding if the collateral pledged in itself 
represented greater security than the junior 
issues included therein. However, most 
collateral bonds are secured by the pledge 
of stocks in subsidiary companies the value 
of which is more or less indeterminate, 
and which is open to depreciation in a 
period of restricted earnings. 

Real estate mortgages should be pur- 
chased on the basis of sound value of the 
property representing an absolutely safe 
margin over the total bond issue. Each 
real estate mortgage must be individually 
analyzed. 

Debenture bonds and notes as a class 
are open to the objection that they have no 
specific security of any kind. Yet it is 
ridiculous to say that they are all un- 
suitable for investment. Being in the 
nature of promissory notes their desirabil- 
ity depends entirely upon the credit posi- 
tion of the issuing company. Thus de- 
bentures of the strong railroads and of 
such companies as the A. T. & T. and 


U. S. Steel are entitled to eminently high’ 


rating. However, most issues of this type 
represent a capitalization of earning power 
at least in some degree and are therefore 
quick to reflect earnings fluctuations. 


Having decided whether or not a bond 
is desirable from the standpoint of security 
it must then be examined from the angle 
of interest surety. Unquestionably, we 
must look forward to a period of dimin- 
ishing industrial profit margins, because 
that is a co-ordinate result of the factors 
that we expect to produce a decline in in- 
terest rates. Consequently, it is not only 
essential that past earnings present a wide 
coverage for fixed charges on the average, 
but it is equally important that there be 
evidence of relative stability of income. 
Furthermore, the investor must seek out 
those industries that are least likely to 
suffer in this respect. In general he should 
confine his purchases and holdings to the 
obligations of companies engaged in staple 
and essential industries. 


-and its redemption price. 


This seems so apparently the proper time 
to invest for profit that the factors of mar- 
ketability and yield fall into relative in- 
significance. Provided the present or pros- 
péctive holding satisfy the requirements 
previously outlined there should be no need 
for immediate salability under the condi- 
tions that may be confidently expected, 
And since the probability of substantial 
profit is so plainly marked the interim re- 
turn can be given secondary consideration, 

On the other hand, one point that must 
not be overlooked is that the possibilities 
of profit are not restricted by unfavorable 
redemption features. The question of call 
prices becomes one of utmost importance. 
At the present time without doubt the 
most attractive holdings from the stand- 
point of yield are those high coupon bonds 
issued by strong companies under the 
stress of hard times and straitened money 
conditions. There are still some 7 per 
cent and higher coupon issues of this type 
that are now selling to yield a current re- 
turn of 6.50 or better, sound investments 
in every respect yet entirely unsuitable for 
purchase or retention at this time. For 
it must be remembered that the great ma- 
jority of such issues have already been 
refunded with lower interest-bearing obli- 
gations. Hence, if the issue is redeem- 
able even only one point below its present 
market price, the yield to maturity is not 
so attractive as that which could be de- 
rived from any number of lower coupon 
bonds. 

Furthermore, as the price of money de- 
clines it will be possible to refund 6%s, 
then 6s, and then perhaps 5%s with still 
cheaper issues advantageously. Any bond 
of this kind that is callable at par is less 
attractive under present conditions than 
one bearing the same rate of interest and 
selling at the same price but redeemable 
only at 105. For the same reasons, any 
sound 5 per cent bond selling at 90 to yield 
5.55 is more attractive than a 7 per cent 
issue selling at 108 to yield 6.48 but call- 
able at 107. 

The ideal type then, viewed from the 
standpoint of future market conditions, is 
the non-callable bond that answers the re- 
quirements as to equity and protection in 
earnings outlined above. Next in order 
of preference comes the low coupon issue 
that offers good chance of appreciation in 
a wide spread between the present market 
In this group 
might be included higher coupon issues 
that cannot be redeemed until after some 
date far enough postponed so that they 
still feel the full influence of variations in 
the price of money. 

As a final point we come to the policy 
of diversification. It is ordinarily the aim 
of the wise investor to distribute his funds 
over securities representing the greatest 
number of industries consistent with the 
amount he has to invest.. Under present 
conditions full weight must still be given 
to geographical distribution and to appor- 
tioning funds evenly among the various 
items of the list in order to avoid concen- 
tration in any one situation, group, or dis- 
trict. But it is now essential to select and 
concentrate in issues of companies ef- 
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gaged in industries that will be least af- 
fected by declining commodity prices, and 
to avoid securites representative of con- 
cerns whose earnings are in danger of 
restriction. The railroads hold by far the 
greatest promise for the next few years. 
Public utilities also appear to be favorably 
situated. Manufacturing companies in the 
great majority of cases face the prospect 
of diminishing profit margins, and as a 
class their securities are less desirable. 
However, manufacturers of staple goods 
such as foodstuffs, food products, tobacco 
products, textiles, shoes, and the like, 
should gain as much as they lose in the 
readjustment. 

To sum up, holdings selected to carry 
through the approaching market should 
have large equities, stable earnings, favor- 
able redemption features, and a promising 
outlook for the particular industry repre- 
sented. 

In next week’s issue we will present a 
diversified list of bonds that measure up 
to the specifications outlined above. 
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us that a famous financier, when asked 
for the secret of his success in knowing 
the right time for both buying and sell- 
ing, replied: “The simplest thing in the 
world! I merely did what people wanted 
me to do. When they came excitedly 
clamoring and frantically bidding stocks 
which I held, I accommodated them by 
letting them have my holdings. When 
they came excitedly clamoring and fran- 
tically offering for sale stocks which 
they held, I accommodated them again 
by purchasing some of their holdings.” 


The only circumstances under which, 
im a country with the resources, the re- 
siliency, and the basic elements of ours, 
a temporary descent into the cyclone cel- 
lar becomes warranted are—leaving aside 
grave foreign complications—either mani- 
fesiations of stark and persistent over- 
production or overtrading, or the advent 
of a major credit disturbance, or acute 
monetary stringency. 

None of the circumstances exists 
today, or is even remotely likely to oc- 
cur. Apart, perhaps, from a very few 
specific lines, there has been no over- 
production on the part of manufac- 
turers, nor has there been overstock- 
ing on the part of merchants or dealers. 
On the contrary, the industrial com- 
munity, as a whole, in the conduct of 
their own affairs, have kept their heads 
admirably during the price-boosting an- 
tics on the Stock Exchange. With few 
exceptions, the only overtrading that 
was done occurred on the Stock Ex- 
change, apart, perhaps, from a certain 
amount of overtrading on the part of 
the public in the shape of excessive in- 
stalment-buying or unduly liberal spend- 
ing in other ways. The basic credit 
Situation is excellent, and the banking 
structure in admirable shape. Money is 
plentiful for all legitimate purposes, and 
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there is no reason to anticipate a change 
in that respect. 

Please understand me as not meaning 
to indulge in any kind of prophesy as 
to which turn things will take in the 
immediate future. It is possible that 
there may be recession for a while in the 
tide of activity and prosperity of busi- 
ness, or, at least of certain phases of 
business. On the other hand, it is pos- 
sible that we may be merely pausing 
momentarily, as is not unnatural at this 
season of the year, in order to take our 
bearings, and then resume our course 
full steam ahead. Not a little will de- 
pend upon a factor which cannot pos- 
sibly be appraised at present with posi- 
tiveness or accuracy, namely, the crops 
and their monetary value, and the result- 
ing position and attitude of the farm- 
ing community. 

At any rate, whether the immediate 
future will bring us a continuance or 
a temporary slackening of prosperity, 
there can be no doubt that underlying 
conditions are thoroughly sound in this 
country, and that there is ample war- 
rant for feeling assured that, with na- 
tural and passing interruptions, the for- 
ward march of American trade and in- 
dustry will continue. To All the air with 
counsels of ominous premonitions—es- 
pecially when they come after a stock 
market collapse—does not indicate su- 
perior wisdom, but rather a lack of 
nerve, of vision, and of a calm and re- 
liable appraisal of those fundamental ele- 
ments with which a favoring Providence 
has endowed this country, and which, 
with the qualities of its people, are deter- 
mining for the lasting development of 
commercial, industrial and general eco- 
nomic conditions in America. 
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roads and contrary to most roads, trans- 
portation costs are lower than mainte- 
nance expenses. Unlike Third Avenue, 
Bangor & Aroostook’s balance sheet re- 
flects a satisfactory condition. Total sur- 
plus applicable to the 77,200 shares of $50 
par value common stock amounted to $2,- 
895,507 as of December 31, 1925, equal 
to $37.50 per share, giving the stock a 
book value of $87.50. 

The purchaser of Bangor & Aroostook 
is not gambling on the uncertainties of re- 
lief measures which may or may not ma- 
terialize, nor on the unproven worth of 
income auxiliaries. He has sound values 
backed by proven earning power behind his 
securities, and has an outlook on the fu- 
ture which is not beclouded by politics 
or other similar uncertainties. 

It is quite obvious from the foregoing 
that the investor desiring to buy securi- 
ties on the basis of value and income re- 
turn is in a much sounder position in an 
investment market in Bangor & Aroostook 
than in speculating in Third Avenue on 
“hopes and expectations.” 








Odd Lots 


Allow the small investor to ‘iin 
advantage of market opportuni- 
ties, 

They. enable the larger investor 
to diversify his holdings, thereby 
increasing margin of safety. 

Our booklet which explains the 
many advantages offered by Odd 
Lot Trading furnished on request. 


Ask for F. W. 256 


100 Share Lots 


Curb Securities Bought or Sold for Cash 


John Muir & (. 


Members 


New York Stock Exchange 
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Investment Suggestions 


We Recommend 


Westphalia United 
Electric Power Corp. 


First Mortgage 612% 
Sinking Fund Gold Bonds 
Due December 1, 1950 


Price at the market, 
to yield 7.60% 


Circular upon request 
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Where Is Market Headed | 
(Concluded from page 525) | 











cline in the industrials they are still sell- 
ing on a less attractive “yardstick of 
value” basis than the rails using current 
data only. But it is not only current earn- 
ings and current dividend return that must 
be considered. Of much greater import- 
ance is the future net earning trend. 

It is quite safe to say that under the 
probable financial, economic and business 
conditions that will prevail during the re- 
mainder of 1926 that the common stock of 
any company will advance in market price 
if future net earnings show a substantial 
improvement that is not already repre- 
sented in the present relationship between 
market price and earning power. Quite 


obviously it is difficult to predict just how. 


any individual company will fare during 
the coming year. We have, however, one 
outstanding probability:.of vast influence, 
namely the probable future course of com- 
modity prices. This factor, unquestionably 
one of supreme importance to the future 
of security prices, is very fully discussed 


in the current issue of THE FINANCIAL 
Wor by Thomas Gibson. As has been 
said before declining commodity prices ad- 
versely affect net earnings of most indus- 
trial companies and favorably affect earn- 
ings of the rails and public utilities. 


When the war came commodity prices 
rose and the rails declined while the in- 
dustrials advanced. Now we are in the 
reverse process. For the twenty years of 
rising commodity prices that culminated 
in 1920 industrial common stocks were 


better investments than bonds or railroad 


stocks. Now that the trend is the other 
way the opposite position must be as- 
sumed. Of course, if a very abrupt de- 
cline in commodity prices took place it 
would bring about a sharp business rever- 
sal from the standpoint of volume and 
adversely affect railroad traffic. No abrupt 
decline is in prospect. No sharp decline in 
railroad volume is in prospect. However, 
with an industrial productive capacity in 
excess of normal needs, with profit mar- 
gins adversely affected by keen competi- 
tion and declining commodity prices the 
outlook for net earnings for most indus- 
trial companies is beclouded. Meanwhile 
the stocks of many industrial companies 
are still at price levels adjusted to peak 


earnings with current yields on an unat. 
tractive basis as compared with current 
interest rates. 
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Swaboda’s Deep Mystery 


Recently THE FINANCIAL Wor p has not 
been receiving from its subscribers any 
communication from Swaboda, inviting 
them to take an interest in the Valenciana 
Deep mines, out of which he so confidently 
expects to extract millions in profits. Is it 
because of the secret intelligence we haye 
received from Mexico that the mine has 
been abandoned and that its mine manager 
has gone to Sonora? Did the mine man. 
ager come to the conclusion that the chest 
of gold Valenciana is supposed to contain 
is buried so deep it would be necessary to 
dig almost to China to get anywhere near 
it? 
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A Real Bargain 
I am very much pleased with your sery- 
ice and would not be without it while | 
hold any securities. I have recommended 
it to all my friends, a number of which | 
believe have subscribed. 
—P. H. M., Duluth, Minn, 


“Tell your friends they need it!” 
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SURPLUS 
and 
UNDIVIDED 
PROFITS 


$115,469,023.70 


Head Office 
55 Wall Street 


Other 
New York City 
Offices 
42nd Street at 
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at 28th Street 
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7th Avenue 
Park Avenue 
at 57th Street 
72nd Street 
at Broadway 
96th Street 
at Broadway 
Bowery 
at Bond Street 











CASH in Vault and in Federal Reserve Bank 
Due from Banks, Bankers and United States 
Treasurer os 
Loans, Discounts ant Acceptances of Other Banks 
United States Government Bonds and Certificates $101,004,277.85 
State and Municipal Bonds ... . — 
Stock in Federal Reserve Bank . .. ——* 
Other Bonds and Securities . . . . we 

Subsidiaries: 
International aiitaeed pean 
Bank of Haiti . 
Bank Buildings % . 
Items in Transit with Branches oe 
Customers’ Liability Account Acceptances 
Other Assets. . 


Capital 
Surplus. 
Undivided Profits 
Deposits : 
Liability as Acceptor, " Endorser or Maker on 
Acceptances and F way Bills : 

Circulation , andi at 
Reserves for: 

Accrued Interest, 


The National City Bank of New York 


including 


Domestic and Foreign Offices: 


Condensed Statement of Condition as of April 12, 1926 


ASSETS 


TOTAL ee 


LIABILITIES 


Discount and other 


Unearned Income 


Taxes and Accrued Expenses, et ‘cetera ° 
Contingencies . . : we ues a, 6 
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BORA » 2 © @. 0 


Above includes The Nationa! City Bank of New York (France) $. A 


» $76,672,598.96 
- 112,745,775.96 


$189,418,374.92 
596,033,344.78 


—_ 


29,350,111.30 
3,000,000.00 
46,352,781.45 


—_ 


179,707,170.60 


$12,500,000.09 


1,600,000.00 


14,100,000.00 
17,086,428.6} 
18,436,036.63 
93,353,985.29 


2,324,067.89 
$1,110,459,408.72 











$50,000,000.00 
50,000,000.00 
_16,469,023.70 $116,469,023.70 


795,934,514.23 


185,019,410.72 
79,995.00 


$2,864,107.37 
4,159,900.99 
5,761, 766.15 12,785,774.51 


170,690.56 


$1,110,459,408.72 
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New Legals for 
Savings Banks 


The first extensive list of telephone, gas and electric 
bonds that will become legal investments for savings banks 
in this State when the so-called Sargent bill becomes a law 
is printed below. The law will make available for banks and 
trustees the bonds of eleven telephone issues and over a 
hundred electric and gas company issues, the former aggre- 
gating $420,000,000. The bill passed the Assembly some days 
ago. It is now in committee and bankers who are in Albany 
watching its progress believe that there is a good chance of 
the Senate taking favorable action before adjournment, 

The law will permit savings banks to invest up to 10 per 
cent of their assets in the bonds of public utility companies 
which conform to certain requirements, but not more than 
2 per cent of a bank’s assets may be put into the bonds of 
any one company. It is provided also that no savings bank 
having less than 50 per cent of its assets invested in real 
estate mortgages may avail itself of the new “‘legal’”’ list. 
This limitation, however, will affect few banks, since the 
vast majority of them have within the last two or three 
years brought enough mortgages to make up the required 
ratio. 

No unofficial list of new “legals” can be guaranteed as 
absolutely correct because there are some provisions which 
may be subject to differing interpretations. Still the law 
is fairly definite and the list here printed, carefully com- 
piled by the National City Company, is subject to unimport- 
ant changes, if any. 

The eleven telephone issues are: 

. Bell Telephone of Pennsylvania first and refunding 5s, 1948 


and 1960. 

Illinois Bell Telephone first and refunding 5s, 1956. 50 \ ears of Meat 
New England Tel. & Tel, first 5s, 1952. 

. New York Telephone 4%s, 1939; refunding 6s, 1941, and 


debenture 6s, 1949. Fifty years of the meat industry, and the 
Pacific Tel. & Tel. first and collateral 5s, 1937, and refund- 


ing 5s, 1952. part Swift & Company has played in it are 
Southern Bell Telephone first 5s, 1941. outlined in an interesting way in the 
Southwestern Bell Telephone first and refunding 5s, 1954. 
The power and gas bonds which the National City Com- 
pany includes in its legal list are as follows: Semi-Centenary Number of 
Brooklyn Edison general 5s, 1949, and 6s, 1930. : 9 
Kings County mreiate, Light & Power first 5s, 1937, and Swift & Company’s 
purchase money 6s, 1997. 
Edison Electric Illuminating Company of Brooklyn 4s, 1939. Year Book 
Buffalo General Electric first 5s, 1939, and first refunding 
5s, 1939, ’ . 
Cleveland Electric Illuminating first 5s, 1939, and general The story of the world’s greatest live- 
Oe aiabiiidads Edison first 5s and 6s, 1943, and first mort- stock industry == omety of Ro ~s of 
gage collateral 5s, series A of 1953 and series B of 1954. Science, and of Progress. The trek of vast 
Commonwealth Electric first 5s, 1943. —_— wns —dra- 
Consolidated Gas of Baltimore City consolidated first 5s, herds of cattle the cow to . q 


1939, and general 4%s, 1954. matic frontier days—all have a part in this 
Unitel Electric Light & Power first consolidated 4%s, 1929. : 
Baltimore Electric Company first 5s, 1947. history of vast development. 


Consolidated Gas, Electric Light & Power of Baltimore 


general 4%s, 1935, and first refunding series ‘“‘A’’ of 1949, An interesting account is also given of— 

“E” of 1952 and “EF” of 1965. 
Consumers Power and first lien and refunding 5s, 1936, 

and first lien and unifying 5s of 1952 and 5%s of 1954. H Be tin fro 
Michigan Light Company first and refunding 5s, 1946. : . Public nefits Resul g m 
Detroit Edison first and refunding 5s and 6s, 1940; genera 

and refunding 5s of 1949 and 1955 and first 5s, 1933. Cold Storage. 
ie Michigan Edison first 5s, 1931, ind 

uquesne Light first and collateral 5%s and 6s, due 1949. e ° 

Los Angeles Gas & Electric general 6s, 1934; first and How the Breeding of Quality 

refunding 5s, 1939, and eight series of general and refund- 

ing bonds, due 1931, 1942, 1943, 1947 and 1949. Cattle Has Been Helped By 
Nebraska Power first 5s and 6s, 1949. e 

Bg York Edison first and refunding 5s of 1944 and 6% Modern Packing Methods. 

of 1941, 


Edison Electric Illuminating first consolidated 5s, 1995. . ae f 
New York Gas, Electric Light, Heat & Power first 5s, 
1948, and purchase money 4s, of 1949. Government Recognition O 


P 1 G Light & Cok fundi 5s, 1947, d 1 iti 4 
“a eee me: ee Keen Competition in the 


Philadelphia Electric first 4s and 6s, 1966, and first and q try 
refunding 5s of 1960, 5% of 1947 and 1953, and 6s of 1941. Packing Indus ws 

Potomac Electric Power general and refunding 6s of 1953 
f= and 7s of 1941. 


sprochester Gas & Mestrio general 5%s of 1948 and 7s of Every family in the United States will 
46; and consolidated 5s o s : 9 
San Diego Consolidated Gas & Blectric frat Se, 1939; first want a copy of Swift & Company’s 1926 
and refunding 6s of 1939, 5s of 1947 an 8 0 % } is 
HA Southern California Edison refunding 6s, 1943; general and Year Book. It will be sent free on request 
refunding 5s, 6%s and 6s, 1944. 
Mt. Whitney Power & Electric first 6s, 1939. My Sait 
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a & Power first 5s, 1942, and first and refund- Swift & Company 
Toledo Edison first 5s of 1947 and 7s of 1941. U. S. Yards 
Union Electric Light & Power first 5s, 1932; refunding and * 
extension 6s, 1933, and general 6s, 1954. Chicago 
Queens Borough Gas and Electric general 5s, 1952; refund- 
ing 6s, 1953. 
Pp Penn Power first 5s of 1946, first 7s of 1946, first 5s f & Co 
of 1963 and first 5%s of 1953. i 
Niagara Falls Power first 5s, 1932; first and consolidated Swi t mpany, 


6s, 1950. Union Stock Yards, Chicago 
Hydraulic Power Company first and refunding 65s, 1950; 


refunding and improvement 5s, 1961. esend a copy of the 1926 Year Book to i 
Kansas City Power & Light first 5s, 1952, Please s Py 

Brooklyn Union Gas first lien and refunding 6s, 1947, and 
first consolidated 5s, 1945, are included in the list with a 
footnote explaining that they will qualify when the com- 
Pany is given the right to money collected in excess of the 
statutory rates but impounded. 
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curity fails or is unable to meet its ob- 
ligations. It may be months or a year 
after and the investor finds that the bor- 
rower has not received the fund for 
which he gave his note and mortgage. 
To be sure, this involves carelessness 
on the part of the borrower but, as we 
stated before, this class is often ignor- 
ant of financial matters and supposes it 
is in due form. 


Supervision Would Protect 


None of these irregularities are 
charged to the sound and business-like 
concerns, hundreds of which are mak- 
ing loans with sound principles in every 
step, but there are others. It is through 
these that come the losses running into 
millions suffered by the innocent bor- 
rowers and investors. This could be 
avoided and integrity put into the busi- 
ness from top to bottom by government 
examination and supervision of the or- 
ganization of loaning agencies, their ne- 
gotiation and disposal of real estate 
loans. Such oversight as is given by 
the comptroller to the national banks 
would give a needed service that would 
reach to a great producing population 
and to tens of thousands of investors— 
a problem as wide as our country. 


If we are to encourage agriculture, the 
basis of our national prosperity, it is 


certainly essential that we make ivest- 
ment in securities issued for its progress 
safe for the investor. That we should 
allow this class of securities to be is- 
sued without regulation and with only 
the individual methods in vogue is a 
weak point in our financial life. The 
government owes it to the investor that 
he shall have the same assurance of 
regulation in this direction as he does 
in the issuing of utility stocks, bank 
stocks or other securities. Such regula- 
tion would do two things: It would give 
to the borrower his needed capital at 
lower rates because of the popularity of 
the securities in the market and it would 
give to the investor an inducement to 
invest his savings, feeling that he is 
safe and that he is obtaining them un- 
der federal examination and intelligent 
supervision. It is important in both di- 
rections and the process can be carried 
out with a minimum of expense. The 
fees for such examination and super- 
vision would be gladly paid by every 
sound institution because of the added 
prestige it would give to its securities 
and it would have a strengthening ef- 
fect on those that, without intention 
perhaps, allow their affairs to drift in 
the wrong direction because there is no 
standard to which they must keep and 
because they deal on both sides with 
persons who for the most part are un- 
familiar with the processes followed. 


The loan companies are handling mil- 
lions of dollars for those who cannot 
afford to lose it and brokers have been 
compelled to buy and sell these loans on 


faith. The pitfalls are many, including 
incompleted loans, substitution of ap- 
plications different from those presented 
originally and carelessness in making 
appraisals as well as dilatoriness in turn- 
ning over funds to the borrower. These 
are possibilities that come to the front 
in a period of deflation such as we have 
seen in the past half decade. They ought 
not to be and it is unfair to the invest- 
ing public to have this great investment 
field stand without regulation, either 
state or national. 


Because of the long time it would re- 
quire to secure state supervision the ob- 
vious method is by federal supervision. 
Then we should have a standard to 
which every loaning agency must come 
and there would be a vast advantage in 
the soundness of the real estate mort- 
gage field. The nation has gone far 
enough in allowing this great invest- 
ment field to run on its own irregular 
and unregulated system. It is time now 
to start on a definite regulation that will 
bring to it the fullest of business-like 
and definite supervision, placing it on a 
high plane of complete financial sound- 
ness and insuring regularity in its en- 
tire financial structure. 





L. 
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“Dandy” Kastel Convicted 
Finally “Dandy Phil” Kastel, who 
mulcted investors out of hundreds of thou- 
sands of dollars through his bucket shop 
of Dillon & Co., has been convicted by a 
jury in the Federal Court. The jury found 
him guilty of using the mails to defraud. 




















How to Obtain 3314% to 
60% More Income 


Profit Sharing Bonds Yield 333% more than 6% Bonds and 60% more than 5% Bonds 































































































PROFIT oo ~ BOonbs 
Return more than ordinary bonds because they share Profits in addition to 7% bond interest. They 
— youa —— income over a period when interest rates will probably be much lower, because 
they are non-callable. 
\ 
Proven Safety over Many Years. Earnings from national system we a 
of subsidiary offices. Steady growth—over 100% increase in we co» 
business last year. Profit Sharing distributed each year since ov one on & yor¥ 
inception. Larger distributions possible. gw at yor? ew oe 
“__-_ Vs 
Price Par and Interest $5,000, $1,000, $500, $100 pieces wae TL ARENSS ode 28 
\ 43° -~cvle* ae 
\ e CO pte e 
\ send “Gporin® Se 
Clarence Hodson s [oi Ver. 
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PECIALIZE INSOUND BONDS = J) gueet . - =IE 
‘ YIELDING ABOVE THE AVERAGE " city re Oo Snr is 
135 Broadway New York a 
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WHAT DOES 


“Concentrated Real 
Estate Activity” 


—MEAN? 


Write for Circular FW-106 


Fred’k Southack & 
Alwyn :Ball, Jr., Inc. 
11 Broadway, New York City 
Bow.inc GREEN 1410 


























STOCKS 


Carried on conservative margin 


H. F. McCONNELL & CO. 


Members New York Stock Exchange 
(Established 1908) 
150 B’way, N. Y Tel. Rector 2100 

















ow Stocks 


what action should 
investors take now? 


The rails have not suffered 
as\drastic a decline as indus- 
trials. What now? Is a 
strong rail market ahead— 
ora foes drop? 


Muchisheard about lowerstock 
prices, although there has been 
no marked recession in business. 
Is this correct or can rails (and 
certainutilities) be boughtnow? 


Our latest, bulletin answers 
these questions — summarizes 
railroad and utilicy earnings— 
discusses the price trend. A copy 
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BY C.MHARGER 
End of a Collapse 


NE of the most disastrous farm 
QO loan company failures of the coun- 

try was that of the Pettyjohn farm 
loan concern at Olathe, Kansas, which 
went under in 1921. It had been one of 
the strongest, presumably, in the interior 
and its clients were scattered all over the 
east. For five years the creditors and 
their attorneys have gathered at intervals 
at the federal building in Kansas City, at- 
tempting to unravel the tangled mess that 
was left when the concern went into 
bankruptcy. Finally the end has come and 
by agreement the total assets of $60,000 
are available to pay losses that amounted 
to $845,000, making only seven per cent 
for the investors. The valid claims run 
from $1.50 to $58,000, the latter held by 
an investor in Peoria, Ill. The dividend 
will be distributed by June 15. The busi- 
ness was founded by J. L. Pettyjohn more 
than forty years ago; it had the invest- 
ments of widows and banks and private 
investors who took the mortgages without 
question, though in the end many of them 
were found to have been forged, many 
duplicates and other irregularities involved, 
making a most complete debacle. The 
founder died in 1920 and in February, 
1921, came the crash which was reported 
in THE FrnanctaL Wortp. The son, 
Charles Pettyjohn was in charge when the 
end came; he was a respected figure in 
society, superintendent of a Sunday school 
and one of the most pious men in town. 
State warrants were issued on charges of 
embezzlement but when the officers reached 
his home he was gone. He has never 
been seen since and is supposed to be in 
Mexico. 


Old Time Methods 


This collapse was the result of the old 
time methods in the farm loan business 
which was the wreckage of so many com- 
panies in the deflation period when land 
values dropped suddenly and the borrow- 
ers were unable to meet their interest pay- 
ments. The companies forwarded interest 
for a while and finally became so involved 
that they resorted to irregular methods to 
raise money to keep in operation. It was 
not always plannd intentionally, indeed 
the irregularities often were the result of 
a desperate effort to make good but never- 
theless it resulted in terrific losses to per- 
sons who could ill afford the experience. 
In this loss were several college profes- 
sors who were supposed to be shrewd in- 
vestors, newspaper men and politicians. It 
emphasizes the need of careful investiga- 
tion and assurance that the papers are 
sound and also points to a need for some 





—_ 
Pall bat of 


sort of supervision that will insure at 
least a strict accounting for the operations 
of a loan company. Several loan com- 
panies of the west and southwest have in 
the past three years found themselves with 
too little capital to carry on through the 
period of deflation and have been absorbed 
by larger concerns or are being settled as 
best they can. The need of large capital 
for such business was never so important 
as today. 


South Building Grows 

Recent surveys of the building opera- 
tions in the south indicate that there is yet 
a strong going movement in that section 
of the country, calling for more capital 
‘and larger investments. It is reported that 
the first three months of the year there 
was a gain of 21 per cent over the same 
period of 1925. Florida, naturally in view 
of the rush to that state has shown the 
greatest increase, 114 per cent. In 28 
cities of that state where figures were. 
available, the building contracts show $59 
448,000 compared with $27,745,000 last 
year. The Florida real estate record for 
76 cities was $73,218,000 for the quarter. 
Miami, Houston and Atlanta show the 
largest gains of the entire south. A num- 
ber of cities, among them Kansas City,. 
Dallas, Birmingham, Louisville, show de- 
clines compared with last year. North 
Carolina is climbing to the front and ranks 
next to Florida in its construction record. 
The large portion of this construction 
financed by real estate mortgage bonds 
shows the continued popularity of that se- 
curity among investors of all parts of the 
country. The sale of these among larger 
investors is also a feature and indicates 
that they are considering them as sound 
investments when properly issued and by 
established houses. 


What a Banker Says 


Four principal points for the test of the 
soundness of the real estate mortgage bond 
as outlined by M. C. Adams, a western 
banker, are these: 


1. The actual cost of land and _ build- 
ings together with the date of purchase of 
the land and date of construction of the 
building. The greater the lapse of time 
since date of purchase and construction, 
the less bearing this element has on the 
appraisal, and conversely the shorter the 
time the more important this factor be- 
comes. 

2. The reproduction value with proper 
allowance for ‘depreciation. 

3. The capitalization of rents. There 
are grave dangers in giving too great 
weight to this factor because today’s rental 
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market may not continue. Management 
plays a very large part in the amount of 
income a given property will produce. The 
supply and demand for the particular type 
of property must also be considered. 

4, Location of the property for the pur- 
pose of which the building is used. This 
is a factor which is undoubtedly always 
considered, but unless further consideration 
js given to the probable development or 
even changes that may take place in the 
district during the ten or fifteen or twenty 


t years before liquidation of the bond issue 


a very vital element in the appraisal is 
overlooked. 

With these and the establishment of the 
reliability of the house issuing them the 
real estate mortgage bonds ought to come 
up to the plane of a sound investment. 

North Dakota Again 

In a recent issue the improved condition 
of North Dakota was discussed. This 
week the government has issued its re- 
port of the financial situation of the state 
as relates to farm conditions. It shows 
that there were in 1920, 56,917 farms op- 
erated by owners or part owners and in 
1925, 49,513. In the former year, 40,462 
had mortgage debt; in latter, 31,602. The 
percentage has decreased, perhaps partly 
through readjustment of debt and in some 
instances by foreclosure. The value of the 


f mortgaged farms in 1920 was $380,132,000 


and the debt $108,284,000. In 1925, the 
value of the farms, those mortgaged only, 
was $200,549,000 and the debt $82,410,000. 
On this showing the mortgage debt is small 
compared to the value, being less than 30 
per cent of the value of the land even at 
the low figure at which it is now stand- 
ing. But the most encouraging feature is 
that in the amount of milk and poultry 
sold, the number of tractors and radios, 
and the general improved methods of pro- 
duction where there has been a marked 
advance. After all it is the method of 
farming that counts and the states that are 
getting back to the diversified plan with 
live stock to supplement the grain crops 
are the ones that are making the most 
progress. 
Our Growing Suburbs 


Driving along a road that five years ago 
was a dirt highway with brambles and 
plowed fields, I saw the other day a long 
succession of suburban homes, each with 
eight or ten acres. The road has been 
paved and the dwellers are workers in the 
cities who commute via flivver night and 
morning. This is going on all over the 
country and the suburbs of every city are 
Presenting the same interesting develop- 
ment. These homes are mostly built on 
borrowed capital and they are the basis 
for a fine list of city loans, constantly in- 
creasing in amount and with a real value 
to the community in the accomplishment of 
home owning. The hard surfaced road 
and the motor car are revolutionizing the 
suburb and are making a whole line of 
new investments in homes. It is because 
of this that the city mortgage field has of 
late taken on so much activity and it has 
a real basis for worth. The making of a 
home is the best of all influences for sol- 
idity of investment and these are the 
homes of real makers of the republic. 
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Wddeahieiad Gas and Electric 
System 


Founded in 1852 


$1 Revenue from $5 Capital 


The electric light and power industry requires 
large amounts of capital for the gross revenue pro- 
duced. In 1925 the industry produced $1 gross rev- 
enue per $5.10 invested capital. 

The unusual amount of capital annually required 
is due chiefly to two factors: (1) A large invest- 
ment in relatively permanent equipment is necessary 
to produce and distribute electricity economically. 
(2) The industry is one of the most rapidly growing 
ones in America. The electric output has doubled 
practically every five years during the past quarter 
of a century. 

The public desires good service and is willing to 
pay for it. Fortunately it recognizes that the com- 
munity may best be served by permitting the invest- 
ment to earn a fair return. 

The electrical output of the Associated System 
increased approximately 20% in 1925 over 1924. 
During that year over $17,000,000 was put into new 
construction and equipment to take care of the 
normal increase. This steady growth provides 
continued opportunity for sound substantial invest- 


me.its. 





61 Broadway 








For information concerning facilities and securities of the 
Associated Gas and Electric Company 


Write to its subsidiary and ask for our booklet, 
“Interesting Facts.” 
Associated Gas and Electric Securities Company 


Incorporated 


New York 
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DIVERSITY 


@ An investment list all 
in one industry is un- 
sound. An income all 
from one company, no 
matter how strong, is an 
unsafe income. 


@ The practical applica- 
tion of that principle in 
making Sound invest- 
ments and securing Safe 
incomes is a large part 
of our Service. 


@ Ask us to analyze 
your list from this point 
of view. 


C. M. KEYS & CO. 


60 Broadway New York 
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Investors Everywhere Use 


MOODY'S 
RATINGS 


Found Only in Moody's Manuals 
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INVESTMENTS 


The recognized quality of any investment 
security is reflected in the interest rate it 
earries. That is true of S » Bonds, 
Mortgages and other investments. A high- 

ade security does not promise a fabu- 
oe even outstanding—return. If you 
will sign your name and address below and 
return to us, you will receive without any 
obligation list “I” of high-grade, old time, 
conservatively placed First Farm Mort- 
gages from the best hard wheat sections 
in the United States. 


i ree ree ee ee ek 
BERGER: .. c.wcnnceccncsecddecdicecaumease 


E. J. LANDER & CO. 


Investment Securities 
Grand Forks, N. D. Established 1883 
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Over the Counter Market 


Edited by William J. Healy 
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HE market for over the counter 

" securities showed more anima- 
tion this week and it was a dis- 

tinct improvement over the dull and 
uninteresting affairs witnessed recently. 
Bidding for stocks was on a_ broader 
scale and prices for many issues moved 
up in response. Industrial and bank 
shares continued to monopolize atten- 
tion and absorbed the bulk of business. 


Revival of interest was attributed 
to several new developments of con- 
structive character and the decline 


in call money to 3% per cent which is 
the lowest rate since September 20, 1925. 








We Deal in 
BANK & TRUST CO. SUGAR 
PUBLIC FOBACCO 


G CO 
STOCKS 


Stene,Presser &Boty 


52 William S8t., N. Y. 

















Continental Gas & Elec. Corp. 
Securities 
Howe, Snow & Bertels 


(Incorporated) 


120 Broadway New York City 
Telephone Rector 3563 




















Safe securities of Electric Light and 


Power, Gas and Transportation Com- 


panies yielding 7% and more 
Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Mitwaukee St.Louis Louisville indianapolis 











American States 
Securities Corp. 
Rights 
Warrants 


Common Stock A 
Common Stock B 


PYNCHON & CO. 


Members New York Stock Exchange 


111 Broadway New York 
CHICAGO MILWAUKEE 
LONDON LIVERPOOL 

















ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicago Stock Exchange 
Members St. Louis Stock Exchange 
300 N. Broadway St. Louis, Mo. 
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United Milk Products, was the out- 
standing feature in the industrial sec- 
tion. The stock has fluctuated violently 
in the past weeks and this week’s sud- 
den spurt was regarded as a squeeze 
against the short interest, which has 
been built up during the recent lull in 
the market. 


The recent earnings statement for 
General Fireproofing, which revealed a 
satisfactory improvement in the first 
quarter over the same period last year, 
attracted some attention to this stock. 
Rolls-Royce preferred continued in de- 
mand. In view of the strides shown by 
this concern within the last year, it is 
anticipated that dividends are likely to 
be resumed on the preferred stock in 
the near future. 


The Great Atlantic & Pacific Tea 
Co. of America issued its first annual 
statement including subsidiaries, for the 
year ended February 27, 1926. It showed 
net profit of $11,974,261 after deprecia- 
tion and Federal taxes. 

After deducting $1,214,340 for preferred 
dividends paid, the balance of $16,- 
759,921 was equal to $5.49 a share on the 
1,960,000 no par value common shares. 
The balance after allowing for dividends 
on the 7 per cent first preferred for the 
full year was equal to $5.28 a share on 
the common. 


During the past fiscal year the com- 
pany was organized under laws of Mary- 
land and took over all of the investment 
of the Great Atlantic & Pacific Co., Inc., 
a New York corporation, in its subsid- 
iary companies. 

Royal Baking, with a sharp decline 
was the outstanding weak spot among the 
industrials. 


Bank stocks enjoyed a broader mar- 
ket than that to which they have been 
accustomed during the last week and 
gains were recorded among the active 
speculative mediums after a display of 
weakness early in the week. Chase Na- 
tional recovered some of its recent loss. 


Public National stood out in sharp 
contrast to the rest of the group in early 
trading and moved up sharply due to 
a more favorable statement of its con- 
dition than the average report showed. 


Public utilities were in broader de- 
mand and there was a revival of reports 


regarding various companies which 
have been heard from time to time in 
the past. 


Favorable reports continue to be is- 
sued from the company headquarters 
and indicate improvement for 1926. 

Report of Cities Service Company for 
year ended December 31, 1925, shows 
surplus available for common stock and 
reserves of $11,496,900. after providing 
for taxes, interest and preferred divi- 





dends, compared with 
previous year. 

Commonwealth Power Corporation 
and subsidiaries for twelve months 
ended March 31, 1926, report surplus of 
$5,679,955 after taxes, charges, deprecia- 
tion and preferred dividends of subsid- 
iaries, equivalent aiter preferred diyi- 
dends, to $3.19 a share earned on 1,088. 
300 shares of no par common stock. 
This compares with $4,465,547 or $2.16 a 
share, based on same number of shares 
in preceding twelve months. 

North West Utilities Company reports 
for year ended December 31, 1925, net 
income of $860,790, including equity in 
earnings of subsidiary companies, and 
after deducting depreciation, interest and 
subsidiary dividends, etc., comparing 
with $890,415 in previous year. 

Consolidated income of the American 
Public Service Company for 1925 
amounted to $887,265 after charges, 
taxes and depreciation, equal after pre- 
ferred dividends to $6.01 a share on 
$6,919,108 common stock, against $811,- 
314, or $10.32 a share on $4,290,380 com- 
mon the year before. 


$9,736,076 in 





















The report of the American Power 
& Light Company and subsidiaries for 
the twelve months ended February 28, 
1926, shows net income of $8,870,801 
after interest, depreciation, etc., equiva- 
lent after preferred dividends to $4.56 
a share earned on outstanding 1,648,581 
shares of no par common stock. This 
compares with $8,410,760, or $4.27 a 
share, on 1,647,511 shares in year ended 
December 31, 1925, and $6,364,669, or 
$3.39 a share, on 1,565,867 shares out- 
standing in year ended December 3}, 
1924. 


New no par value common stock of 
the Tampa Electric Company has been 
placed on an annual dividend basis of 
$2 a share, with a quarterly payment of 
50 cents, which is equivalent to the 
regular quarterly dividend of $2.50 a 
share formerly paid on the old common 
stock, $100 par, which was split five 
for one. 

General Gas and Electric Corporation 
has acquired control of the Blue Ridge 
Power Company, Manufacturers’ Power 
Company and subsidiaries, which opet- 
ate in South and North Carolina. 


Control was acquired from John A. 
Law and associates, who organized 
them. Mr. Law will continue as pres 
ident of the Blue Ridge Company, but 
its operations will be managed by the 
Barstow organization, which also owns 
the General Gas system. 

Tentative negotiations were under 
taken some time ago looking toward @ 
merger of the American Light & Trac 
tion Company with the United Light & 
Power Company. United controls Amer 
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ican Light, and it is understood that 
grounds for objection of the minority 
to a merger have been in part removed 
py the recent change in the management 
of United Light. Otis & Co., withdrew 
the stock from the market following the 
resignation of Frank T. Hulswit, but 
there seems to be nothing new in the 
situation outside of that. The reported 
merger failed to stimulate the market 
for either issue. United Light & Power, 
class A, and the new stock, which have 
been under pressure, suffered further 
declines to new lows for the movement, 
while American Light & Traction held 
steady on a limited turnover. 

The audit of the books of American 
States Securities will be completed in 
about one week according to information 
from official sources and when it is 
available it will be analyzed in THe FI- 
NANCIAL WORLD. 


Pronounced improvement was shown 
in the Curb market, both with respect 
to prices and the volume of business. 
Trading was more active than at any 
time since the recent dull markets set 
in some weeks ago and there were in- 
dications of increased activity on the 
part of pools which have remained in 
the background because of the general 
unsettlement. 


One of the stocks to show substantial 
recovery from its recent low was Ford 
Motors of Canada, which was under 
quiet accumulation and rebounded al- 
most 50 points from the low of last 
week. The company recently announced 
a reduction in the price of its cars as 
an outcome of the Canadian tariff reduc- 
tion on cars. It was estimated that these 
new prices based on last year’s business 
would result in a reduction of net profits 
of about $10 a share on the stock. 


The company last year earned more 
than $87 a share on its 70,000 shares 
outstanding. However, those close to 
the company’s affairs look for business 
to be stimulated by the lower cost of 
cars, which may offset any possible loss. 
The company in addition is expected 
soon to show results from the assembly 
plant which has been in the course of 
construction for almost a year in Aus- 
tralia, and which, together with another 
assembly plant planned for South 
Africa, will supply the demand for Ford 
cars in India and other British posses- 
sions, 

Brooklyn City Railroad, the only lo- 
tal traction issue on the list, was in 
better demand and moved up fractionally. 


Dealings in oil stocks were on a mod- 
trately larger scale, some of those issues 
being in demand at a higher level, but 
the changes in most cases consisted of 
only small fractions. 

Standard Oils were quiet and steady. 
Standard Oil of Nebraska featured this 
group. 


A special meeting of stockholders for 
May 1 has been called by Lago Oil and 
Transport to vote on a proposed amend- 
ment to the certificate of incorporation 
Providing for the elmination of the pres- 


April 24, 1926 








subscription. 


tives. 


53 Park Place 








MAKE MONEY AS OUR 
LOCAL REPRESENTATIVE 


VY ov no doubt believe that THE FINANCIAL WorLD 
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ent classification of the shares of the 
corporation in class “A” and “B” and 
making stock all of one class. Each 
share is to be equal to every other share 
in voting rights as well as in other re- 
spects. The total number of shares au- 
thorized to be issued is 4,000,000 shares, 
all of which shall be common stock 
without nominal or par value. 


Probably all records for quick profits 
in oil have been broken by the Group I 
Oil Company of Texas. It has just de- 
clared three monthly dividends of $250 
a share each on the 2,048 shares of stock 
outstanding. Last year the company 
paid $1,665 a share in dividends. The 
payments just ordered will bring the to- 
tal dividends so far paid up to $2,145 a 
share. The company was formed only 
three years ago to search for potash. 
Instead of potash the developers struck 
oil. 

Electric Refrigeration responded to 
the speech made by President Arnold 
H. Goss, in which he stressed the possi- 
bilities of electric refrigeration. 


News of the receivership suits against 
De Forest and Thermiodyne were re- 
ceived calmly in view of the fact that 
such: developments had been fully dis- 
counted when the prices for those issues 
recently declined close to the “penny” 
class. 


Glenn Alden Coal was one of the 
strongest features in the industrial 
group. 

Goodyear Tire after making a new 
low for the year rallied, and was steady 
in later trading. 

At the annual meeting of the Borden 
Company stockholders authorized a de- 
crease in the capitalization from $42,- 
500,000, divided into 75,000 shares of 
$100 par preferred and 700,000 shares 
of $50 par value common to $35,000,- 
000 divided into 700,000 shares of par 
value common stock. The decrease au- 
tomatically cancels the 75,000 shares of 
preferred redeemed and retired on De- 
cember 15, 1925. 


Following authorization of this de- 





DIVIDENDS 








COLUMBIA 
GAS & ELECTRIC 
COMPANY 





The Board of Directors has declared this 
day the following quarterly dividends: 


Cumulative 7% Preferred Stock 


Series 
No. 7, $1.75 per share 
Common Stock (Ne-Par Value) 
Ne. 38, $1.25 per share 
Both dividends are payable May 15, 
1926, to shareholders of record at the 
close ef business April 30, 1926. 
EDWARD REYNOLDS, Je., 
Vice-President-Treasurer. 
April 20, 1926. 














DIVIDEND NOTICE 
At a meeting of the Board of Directors of 
the Stewart-Warner Speedometer Corporation 
held April 20, 1926, the regular quarterly divi- 
dend of $1.50 per share was declared payable 
on May 15, 1926, to stockholders of record on 
April 30, 1926. 
The stock transfer books will not be closed 
for dividend purposes. 
By W. J. ZUCKER, 
Secretary. 


WESTINGHOUSE ELECTRIC 


& MANUFACTURING COMPANY 


A Dividend of 2% ($1.00 per share) on 
the COMMON STOCK of this Company, 
for the quarter ending March 31, 1926, 
will be paid April 30, 1926, to stockholders 
of record as of March 31, 1926. 

H. F. BAETZ, Treasurer. 
New York, March 22, 1926. 





P 





crease in the capital stock, stockholders 
voted to increase the capitalization to 
$50,000,000, divided into 1,000,000 shares 
of $50 par value, all of one class. 

Net profits, after all charges includ- 
ing taxes, of Lambert Pharmacal Com- 
pany, manufacturers of Listerine, for 
the first quarter of 1926 amounted to 
$852,333 for the corresponding period 
of 1925, or an increase of 41.3 per cent 
the proportion of such profits for the 
first quarter of 1926 which is applicable 
to The Lambert Company amounts to 
$479,316 or 41.3 per cent ahead of last 
year. It is expected that the initial 
quarterly dividend of 87% cents a share 
will shortly be declared payable July 1, 
1926, placing the stock on a $3.56 an- 
nual dividend basis. 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.” ) 





Sales of stocks listed on New York Stock Exchange (in 
number of shares), April 21, 1926: Week’s sales—Thurs- 
day, 1,353,446 shares; Friday, 1,036,346; Saturday, 374,608 
shares; Monday, 1,020,024 shares; Tuesday, 941,539 shares; 
Wednesday, 1,446,357 shares, 


Average Stock Prices 

1926 1925. 
Apr. 14 Apr.7 Apr. 22 
100.66 102.23 87.89 
119.22 121.79 116.13 
112.27 109.44 112.01 102.01 
27.58 27.50 27.04 24.05 


Bond Dealings, Jan. 1 to Date 


$132, 134, 210 
855,739,500 
204,822,200 





Apr, 21 
103.52 
121.02 


23 Railroads 
18 Industrials 
41 Combined 
8 Coppers 


Thurs- 
day 
Last 
Week 


Thurs- 
day 
This 
Week 
43% 
90% 
99% 


High 
7-7 1925—_. NAME of STOCK 


297% 158% Amer. Can 

87 Am. For. Pr. 1% pf.. 

104% Amer. Locomotive .. 
Amer. Tel. & Teleg... 145% 
Amer. Tobacco 114% 
Anaconda 43 
Armour A 18 5% 
Atch. Top. & San Fe. 
Baldwin Loco. 
Baltimore & Ohio 
Cerro de Pasco .. 
Chesapeake & Ohio.. 


Low 


1924, 
$300,590,345 
637,040,450 
147,597,200 


$96, Ti, 250 
711,207,550 
193,565,850 


U. S. Gov. bds. 
Other dom. bds. 
Foreign bds. 





bds. .$1,000,444,650 $1,192,995,910 $1,085,218,995 


Public Utility Stocks 

Bid Asked 
Pub. Util. 80 Nat. Pub. Ser. pf. 
Amer. St., Sec. A 2% 3 A 91 93 
Asso. G. & El. pf. 50 51 No. St. "Pr, (Del.)101 103 


Chic. & N. W. ... Broad Ri, P. pf. 98 No. Car, Pub. Ser. 
Chic., R. I. & Pac... Cent. Ill. Pub. Ser. 
Rock Isl. 6% pf.... 6% pf. 
Consolidated Gas.. Cent. P. 

Corn Products Cent, 

Crucible Steel Cities Serv. 

El. Pr. & Lt. 7% pf. Commw. Edi. 
Famous Players Cons. Trac. 
General Electric Cons. G. N. Y. pf. 57 

General Motors Cons. P. 6% pf. 97 oe 
Gen. Outdoor A Conn. L. & P. 7. . Southw. L. 


Great Northern ; a oe eae ante pf. 
Hartman Corp. . Ae ee g 
East. St. P. Cp.. 21 iene” Gs. & EL. 
Household Products. El Paso El. pf..102 gaelic 101 
Stand. P. & L. .. 22 


Hutson & Man. Emp. G. & Fi. pf. 97 


Total all 


Asked 
Amer. 


pf. 
No, 
Ohio Pub. Ser. pf. 
Pac. G. & El. pf. 
Pert. Ti. Or ..s 
Pug. Sd. P. & L. 
Rep. Ry. & Lt... 


Kennecott Copper 
Magma Copper 

N. Y. Central 
Norfolk & Western.. 
Northern Pacific .... 
Pan-Amer. Petrol. 
Pathe Ex. A 


Geor. 


Ry. & Pr..120 


Tenn. El, Pr. 7% 98% 100 


Ill. Pr. & Lt. pf. 97 
(nterst, Pr. 7% pf. 93 
Louisv. G. & 
Miss. Riv. Pr. .. 60 
Miss, Pr. & L. pf.101 


E. A 23% 


Toledo Edi. 
ctfs 
Util 


pf. 
Utica G. & El. pf.105 


Standard Oil Stocks 


Bid Asked Bid Asked 

Anglo. Amer. . 17% 17% Solar Refg. .....196 200 
Atlan. So. Penn Oil....157 160 
Borne-Scrymser .225 Stand. O. of Cal, 53% 
Chesebrough R Stand. O. of Ind. 61% 
Cont. Oil 20% — > . ata ta 
Galena Sig. Oil.. 20% tand, O. o en.11 

Re a,“ ll Humb. O. & Ref. 57% Stand. O. of Neb.250 
Union ceahe Ae Imp. Oil, Ltd.... 33% Stand. O. of N. J. 42% 

U. & Rud 8% Int. Petrol. 31% Stand O. of N. Y. 30% 

U. Ss. St 1 < Ohio Oil 59% Stand. O. of Ohio.311 

a Penn.-Mex. . 19 Swan - Finch Oil 


Wabash A pf. 
Westinghouse Mfg. Prairie O. & G... 52 Co 


Pennsylvania R. R.. 
Pure Oil .. 

Rep. Iron & Steel. 
St. L. & Frisco .... 
Sears Roebuck 
Southern Pacific 
Southern R’way ... 
Stand. Gas 8% pf... 


eeeee 




















Ratio of Reserves 


With all percentages computed on 
the basis introduced by the Reserve 
Board on March 13, 1921, the highest 
and lowest reserve percentages of the 
Federal Reserve system compare as 
follows: High Low 
1926 ......76.0 Apr. 21 70.2 Jan. 6 

78.8 Jan. 21 66.1 Dec. 23 
83.7 Jan. 21 70.5 Dec. 24 
78.2 July 25 71.3 Jan. 6 
36.1 Aug. 9 71.1 Jan. 3 
76.1 Dec. 17 46.4 Jan. 7 

The reserve percentages of the New 
York Reserve Bank compare as fol- 
lows: 


1926 
1925 
1924 
1923 
1922 
1921 


Car Loadings 
Revenue freight loadings for the 
week ended April 10 totaled 929,506 
cars. This was an increase of 11,106 
cars compared with the correspond- 
ing week last year and 48,569 cars 
over the corresponding week in 1924. 
Compared with the preceding week 
the total was an increase of 1,414 
cars, increases being reported in the 
total loading of all commodities. 
Loadings for the week ended April 
10 compare as follows with the weeks 
of this and preceding years: 


1926. 1925. 


---929,506 918,400 
923,400 
932,769 
911,481 
924,149 
932,044 


Foreign Exchange 


1926 


April 21 Year Ago 


$4.79% 
5.17% 
4.09% 
5.04 

39.95 


14.125 
18.44 
23.80 
16.30 
14.29 
26.94 
19.35 
10.56 
11.31 
100.00 


Sterling 


EF. Franc .... 3.35% 


4.02% 


Belgian Fr. 3.58 


Holland 


1924. 


880,937 
861,990 
907,389 
909,390 
916,953 
929,381 


Low 
75.1 Feb. 24 
69.6 Feb. 25 
70.8 Oct. 10 
75.0 Jan. 3 
79.3 Jan. 4 
85.6 Feb. 4 


High 
88.3 Apr. 21 
----85.5 July 29 
----91.6 May 21 


Apr. 
Apr. 
Mar. 
Mar. 
Mar. 
Mar. 


189.6 Jan. 25 
-84.1 Sep. 21 


12.04 
Canadian Dollar.100.15 
964, 681 








Crude Oil Production Commodity Prices 
Daily Average 
(Figures in barrels) 
1926 
Apr. 17 


Money Rates 


Call Loans 

Time Loans 

Commercial Paper 
Rediscount Rate 

Bankers Acceptances 

Bar Silver, London ....... 
Bar Silver, New York .... 


London Market 


4% % 
4% [% 
34% % 

3% 
29%d 
63%c 


*. ° 
Wheat, No. 2 red $1. 96% = 4 
Corn (new), No. 2 yel.. 90% 29% 
Rye, No. 2 white.... 1.03% 
Oats, No. 2 white ... .54 
Fir. std. Spg. pts..8.50@9.00 
Coffee, No. 7 Rio .. .18% 
Sugar, granulated ..0540 

Money in London, % up at 4 per Iron, 2X Phila. ........28.50 
cent.; short bills unchanged at 44%.@ Steel billets, Pitts. ....35.00 
4% per cent.; three months’ bill un- Lead .. aon ns ey ee 
changed at 4% per cent; gold bullion, Copper .. «018.75 
84s 111%4d. (Tuesday’s price incorrect- Zine, E. St. L dely .. 6.90 
ly quoted at 84s 11%4d.) Bullion with- TAR. oovv0ss (4095000 0eRnone 
drawn from the Bank of England for Cotton, mid ‘upland cocoa 
export amounted to £5,000 to Hol- PARECIOEM ccccnccesces . ae 
land and £20,000 to India. The bank Rubber, spot .......... .48 
sold gold bars valued at £17,000, desti- Gasoline ; 
nation not reported. Crude oil, 
to 33.9 grav. 


Oklahoma 

Kansas 

North Texas 

East Central Texas .. 
West Central Texas .. 
Southwest Texas 
North Louisiana 
Arkansas 

Gulf Coast 

Eastern 

Wyoming 

Montana 

Colorado 

New Mexico 
California 


597,000 
1,940,000 2,080,650 











Mid-Con., 
wie ane aes 
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DIVIDENDS DECLARED 


Company — Rate 
American Brick .... 26¢ 
Do Pr. cecceccess 50c 


Am. Superpr, pt. pf. 50c 
American Radiator. $1 
Do pf. .cccccceee 1% 
Am, WaterWks.&E. 1% 
Do list pf. ...... 1% 
Atlantic Coast Line 34 


i «teem aeieheoene 1% 
Atlan. & W.Pt.R.R. 4 
Butler Bros. ...... 3% 
Can. Bk. of Com.. 3 
Can. Conv., Ltd.... 1% 
Chem. Na. Bk..... 4 
Clinchfield Coal pf.$1,76 


Colum. G. & El,..$1.25 
Do pf. cccccccece $1.75 
Com, Solvents A.... 1 
Conn. Ry. & Lt... 1% 
Do pf. accccceece 1% 
Con. Cigars pf. $1.75 
Dominion Bridge . 1 
Farmers L. & Tr... 4 
Georgia So & Fla. 
Ry. ist pf. ...-$2.60 
Bo 2d. pl. wcaces $2.50 


Goodrich (B.F.) Co.. “$1 


Grand (F. & W.) 
Stores PE. cwccece 1% 
Gt. Nat. Mex. Smit. $20 
Group No. 1 Oil ..$2.50 
De sss ch emwe nee $2.50 
| ER pce ne $2.50 
Hamilton Brown Sh 
Harbison-W. Ref. .. 1% 
De: ssc cceeh awe OAs 1% 


Idaho Power pf....$1.75 
Inter. Harv pf....$1.75 
inter. Rys. of Cent. 
Dm. DBE cscevaxs 14% 
Ipswich Mills pf.. 1% 
Kelog. Sbd. & Sup.62%c 
Keyst. Tel. of Phil. $1 
Knoxville P.&Lt. pf.$1.75 
Munsingwear ...... 7bc 
Nat. Cloak & Suit pf. 1% 
Nat. Lead pf. .... 1% 
Nat. Pr. & TA. «2. i060 
Neisner Brs. Inc. pf. 1% 
No. Amer. Cem. pf. 1% 


Otis Elev, pf...... $1.50 
> Of, éevausends $1.50 
ss Mi. cae eens $1.50 

Pac. Pr. & Lt. pf... 1% 


Por’t G. & Coke pf. 1% 
Procter & Gamble. .$1,25 


Peliman ©€O, ....2.< $2 
St. Lawrence Flour 

mils BE. sccecs. 1% 
Sa Cam. FF, o20+% $1 
Stan. O. of Oh. pf. 1% 
Stew-Warner Spd..$1.50 


Swan-Finch Oil pf. 7 
Tampa El,, new ... 50c 
Tobacco Pdts. A. .. 
U. Rys. & El. Balt. 1 
Vanadium Corp. ... 75c 
Van Raalte Ist pf.. 1% 
West Penn. El. pf. 1% 
Wilms. Oil-o-Mt,H.37 4c 





$1927. 


4). 


Pe- 


Pay- 


riod able 


Q 


LoobakuoeeooOé 


tw 
E 


Q 
c 


Cc. 


Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Ss 
Ss 
Q 
Q 
M 
M 
M 
M 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
Q 
A 
Q 


Q 
Q 
Q 
Q 
Q 
Q 


May 1 
May 1 
May 15 
Jun, 30 
May 15 
May 15 
May 15 
Jul. 10 
Jul. 10 
Jul, 1 
May 15 
May 31 
May 15 
May 1 
May 1 
May 15 
May 15 
Jun. 1 
May 15 
May 15 
Jun. 1 
May 16 
May 1 


May 27 
May 27 
Jun. 1 


May 1 
May 1 
May 10 
Jun. 10 
Jun. 10 
May 1 
Jun. 1 
Jun. 20 
May 1 
Jun, 1 


May 15 
May 1 
Apr. 30 
Jun: 1 
May 1 
Jun, 1 
Jun. 1 
Jun. 15 
Jun, 1 
May 1 
May 1 
Jul. 15 
Oct. 15 
tJan. 15 
May 1 
May 1 
May 15 
May 15 


May 1 
May 15 
Jun, 1 
May 15 
May 15 
May 15 
May 15 
May 15 
May 15 
Jun. 1 
May 15 
May 16 





Holders 
of Rec’d 
Apr. 23 
Apr. 23 
Apr. 23 
Jun. 15 
May 1 
May 1 
May 1 
Jun. 15 
Jun. 15 
Jun. 19 
Apr. 30 
May 17 
Apr. 30 
Apr. 23 
Apr. 24 
Apr. 30 
Apr. 30 
May 15 
Apr. 30 
Apr. 30 
May 15 
Apr. 30 
Apr. 19 


May 13 
May 13 
May 15 


Apr. 30 


Apr. 20 
Apr. 30 
Apr. 30 
Apr. 30 
Apr. 30 
May 3 
Apr. 27 
Apr. 24 
May 1 
May 18 
May 1 
May 1 


De Forest to Fight Suit 
H. L. Lanphear, an officer of the De 
Forest Company, said in connection with 


the receivership proceedings 


against the company: 


brought 


“The De Forest Radio Company is 
entirely solvent and has never defaulted 
in the payment of any of its obligations. 
The suit for a receiver was not insti- 
tuted by a creditor, but by two stock- 
holders, formerly connected with the 
management, who objected to some of 
the policies of the present management. 
The suit will be contested and we have 
no doubt as to the outcome.” 





2. 
id 


Youngstown Improves 
Rating “A”, Guenther’s Appraisals 
Youngstown reports $3.60 a share earned 

on its common stock in the first quarter of 
1926, compared with $3.48 in the same 


Period of 1925, 


LY. 





Vanadium Increases Dividend 
Rating “B,” Guenther’s Appraisals 
Vanadium increased its dividend rate on 

the common stock from $2 yearly to $3 

yearly, First quarter earnings show a good 


Rain, 














To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
K periodicals and special letters pertaining to investment and other 


timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of those listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to Current Literature DEPARTMENT, 


Tue Financia, Wortp, 53 Park Place, New York, N. Y. 


“Established High Yielding Investment”—One of the oldest invest- 
ment banking houses has prepared an analysis of an established 
public utility investment that has recognized stability and increas- 
ing earning and paying dividends regularly for over forty years. 

“Guiding the Bond Buyer”—How you should think of bonds. What 
are bonds? Unsecured and secured obligations. Municipal bonds. 
Water company bonds. Public utility bonds discussed as invest- 
ments. And other topics of interest to the investor are covered 
in the above book. A limited number of copies are available and 
will be supplied to investors applying on their own letterheads. 

“Creating Good Investments”—One of the foremost real estate mort- 
gage bond houses just issued a 24-page booklet which describes 
the eight standardized safeguards which they employ before mak- 
ing a loan. This booklet is beautifully illustrated with photo- 
graphs of buildings financed, where located, value of property, 
amount of bond issue and other valuable information. 

“Diversification and Vigilance”—An interesting discussion of this sub- 
ject, profitable to any investor, showing the methods employed by 
large institutions and their investment problems, has been prepared 
for distribution by a large investment banking house. 

“Making Profits in Securities’—An interesting booklet of forty pages 
and of special interest to those buying listed securities. 

“How to Select Safe Bonds”—How to make eight tests that prove the 
safety of every investment is told in a booklet as above titled. 

“Rules for Safe Investment”—Knowledge gained over a long period 
of years makes it possible to determine whether a given spot in a 
city will have a growth in property value which will be steadily 
increasing. This is only one of the important factors of safety of 
Real Estate Bonds which are explained in this booklet published 
by a well-known bond and mortgage company. 

“How to Make Your Money Make More Money”—An interesting book- 
let describing the reasons why so many fail in handling their money, 
and outlining methods that have been used for years by those 
who have been successful in investing with concrete illustrations 
and specific suggestions. 

Keeping the Investor Informed—By publishing its “Monthly News” a 
prominent firm of investment bankers keeps its clients informed 
of the status of their holdings. The eighty-page pamphlet is worthy 
of careful reading. 

As Sure as Taxes—Well-chosen Municipal bonds are among the safest 
investments in the world today, resting as they do upon the tax- 
ing power of progressive, growing communities. They merit the 
consideration of conservative investors everywhere and have a 
logical place in every well-diversified list of investment holdings. 
A new booklet discusses the essentials of sound Municipal Bonds. 

- Copy upon request. 

“Forty-four Years Without Loss to Any Investor’—A booklet of 
much use to those who are interested in Real Estate Mortgage 
Bond Investment. I[t has been prepared and is ready for dis- 
tribution by one of the largest companies in this field. 

Florida Real Estate Bonds—One of the progressive companies of the 
South has issued an interesting booklet describing the opportuni- 
ties for investment and the reasons why the maximum rate of in- 
terest is still obtainable. 

Investment Record Booklet—This booklet enables you to keep an ac- 
curate record of your bond holdings. Pages are ruled and arranged 
for all data a bondholder usually wishes to know, and refer to 
occasionally, including space for date, month and amount of interest 
due. Copy upon request. 

What Every Security Holder Should Have—A New York Stock Ex- 
change house has issued a “Customer’s Securities Record Book” 
which is well worth sending for. 

A Permanent Investment Policy—At times when investments in gen- 
eral sell at favorable prices it is only necessary to know what to 
buy. In other periods the soundest securities sell far too high for 
conservative investment. This booklet, “A Permanent Investment 
Policy” explains a plan of what to buy and’ when. 

For Dealers in Unlisted Public Utility and Industrial Bonds—A 20- 
page booklet, just off the press, listing approximately 2,000 issues 
with latest quotations: also weekly quotation sheets. 


























Subscriptions having been received in excess of the amount of this offering, 
this advertisement appears as a matter of record only. 


$30,000,000 


Republic of Uruguay 
6% External Sinking Fund Gold Bonds 


Dated May 1, 1926 Interest payable May 1 and November 1 Due May 1, 1960 


As a cumulative Sinking Fund, the Republic of Uruguay, agrees to pay semi-annually, beginning November 1, 1926, the sum 
of $150,000. Sinking Fund payments, including interest on bonds held for the Sinking Fund, shall be applied on 
interest dates to acquire, at their principal amount, bonds called by lot on twenty days’ published 
notice. The Republic of Uruguay reserves the right to increase the amount of any Sinking 
Fund payment, and to tender bonds in lieu of cash if purchased below par. 


SINKING FUND CALCULATED TO REDEEM THE ENTIRE ISSUE AT OR BEFORE MATURITY 


Coupon bonds in denominations of $1,000 and $500 registerable as to principal. Principal and interest payable in United States gold coin 
of the present standard weight and fineness, in New York City at the office of Hallgarten & Co., and in Chicago 
at the office of Halsey, Stuart & Co., Inc., and in Amsterdam at the Amsterdamsche Bank, 
without deduction for any Uruguayan taxes present or future. 


HALLGARTEN & CO. AND HALSEY, STUART & CO., INC., FISCAL AGENTS 


A substantial amount of these bonds has been withdrawn for sale simultaneously in 
Holland by the Amsterdamsche Bank, which will act as Sub-Fiscal Agent in Europe, 
and further substantial amounts have been sold in other European countries. 


The following statement has been authorized by His Excellency Ricardo Cosio, Minister of Finance of the Republic of Uruguay: 


“OBLIGATION: These bonds constitute the direct obligation of the Republic of Uruguay. The Republic agrees that if in the 

future it shall issue or dispose of any bonds or loan secured on specific revenues or assets, these bonds shall 
be equally and ratably secured therewith; but this provision shall not apply to the creation of specific charges 
on new enterprises to secure obligations issued to finance their acquisition or construction, or to the pledge of local taxes which 
may be created in order to furnish funds for the construction of new roads, railroads or bridges. 





PURPOSE: The proceeds of the loan are to be used for the refunding of certain existing debt, and for sanitary works, rall- 
——___—. ._ ways, ports, roads, agricultural promotion, schools, and other public buildings. 


GENERAL: Uruguay has an area of 72,153 square miles, being slightly larger than the States of New York, Vermont, Massa- 
chusetts and Connecticut combined. It is the most densely populated country of South America, having about 
1,678,000 inhabitants. Montevideo, the capital, is one of the principal seaports of that continent. In proportion to 


area, Uruguay stands first to South America in railway mileage, and in the Western Hemisphere is exceeded in this respect only 
by the United States and Cuba. 


The importance assigned to education by the Republic is shown by the fact that last year nearly one-fourth of the gov- 
ernmental expenditure aside from debt service was made for this purpose. 


The economic development of the country has been sound. The chief industry has been the raising of live stock and the 
preparation and exportation of animal products. There has been a considerable agricultural development as well, and since 
1900 the number of factories has more than doubled. The country has had a favorable trade balance for the past two years, 
approximate figures for 1925 being: Imports, $97,000,000; Exporis, $101,670,000. 


REVENUES: The Government’s revenues are largely derived from customs duties, supplemented by direct taxation on property, 
—___ excise taxes, and receipts from Government owned properties. For the fiscal year ended June 30, 1925, the Govern- 
ment presented a balanced budget, with revenues larger than expenditures. 


FINANCIAL P ITION: The excellent financial position of the country is indicated by the fact that its currency sells at sub- 
C OSITION stantially its gold parity of $1.0342 to the Peso. The ratio of gold reserve to gold note circulation is 
one of the highest in the world, being at present over 100%. 





Uruguay enjoys a high credit standing throughout the world. Prior to the world war all of its external loans were issued 
in Europe, and at present there are listed on theLondon Stock Exchange £22,453,312 of its bonds, bearing 3%% and 5% coupon 


rates. Foreign capital invested in Uruguay is substantial, and a number cf American and Eurepean banks and industrial corpo- 
rations have branches and plants there. 


The national public debt upon completion of this financing will amount to about $216,817,000, of which approximately $154,- 
000,000 is external. This debt largely represents investments in productive enterprises under control of the State, including 
banks, railways, public utilities, port works, etc., which showed substantial profits from operations in 1924, and are estimated to 
have a value of over $152,000,000, or approximately the amount of the external debt. The national wealth is officially estimated 


at $2,597,000,000, or over $1,547 per capita, this being nearly 12 times the per capita debt. Upon completion of this financing, 
the Republic will have no floating debt. 


All dollar conversions in this statement have been made at the rate of $1.03 per Uruguayan gold peso.” 


The Republic has agreed to make application to list these bonds on the New York Stock Exchange 
These bonds are offered when, as and if issued and accepted by us and subject to the approval of counsel. We reserve 
a right to reject subscription in whole or, in part, to allot less than the amount applied for and to close the subscription 


ooks at any time without notice. Temporary bonds or interim receipts of the National Bank of Commerce in New York 
deliverable in the first instance. 


Price 96 and Interest, to Yield about 6.25% 


Hallgarten & Co. Halsey, Stuart & Co. Lehman Brothers 


Incorporated 


Cassatt & Co. Kissel, Kinnicutt & Co. Ames, Emerich & Co. 
Graham, Parsons & Co. Blyth, Witter & Co. W. A. Harriman & Co. 


Incorporated 


National Republic Company Guardian Detroit Company Anglo London Paris Company 


Chicago Incorporated 


The Shawmut Corporation Northern Trust Company Mississippi Valley Trust Company 
of Boston Chicago St. Louis __ 


The Minnesota Loan and Trust Company Merchants Trust Company Northwestern Trust Company 
Minneapolis St. Paul St. Paul 


_ The above statements were obtained partly by cable. While not guaranteed, they are believed to be correct. 




















